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—so she found the cupboard bare... Unlike 
the Mother Goose story, Credit Interchange 
Members co-operate with the Bureaus, and 
keep the shelves filled with initial customers’ 
lists, and the names of new customers when 
placed on their books. 
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This is the kind of teamwork which 
— makes Credit Interchange service 
so valuable to all its members. It 
makes possible the assembling of 
ledger experiences from the maxi- 
mum number of sources—counttry- 
wide and industries-wide. A single 
— | inquiry brings you the consolidated 
a : results, tabulated for quick analysis. 
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There is a Credit Interchange Bureau serving your area which will be 
glad to show you the benefits of furnishing customers’ lists—no obliga- 
tion. If you prefer, write 


ao Credit Interchange Bureaus 
than soprincpet | NATIONAL ASSOCIATION of CREDIT MEN 
ced 512-514 Areade Building . . . ST. LOUIS 1, MO. 
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Credit's Role in World Peace 


Too much credit is as bad as too little. The deciding factor is 
how the credit will be used. 


In our dealings with foreign nations, in our attempt to con- 
tribute to world recovery, we must be clearly aware of the 
danger of excess credit acceptances from the foreign countries we 
are trying to help. Aside from the fact that excess credit generally 
promotes extravagance, it also frequently leads to dissension and mis- 
understandings. It is not very flattering to be known as a nation to 
whom you can appeal at all times for credit. The title of rich uncle 
has its objectionable side. 


Credit can be a powerful influence in the development of a peace- 
ful world and in the building of solid friendships; but it can also be 
a powerful force for evil if it is abused. 


At no time in our history has there been the need to exercise 
such care in giving credit aid to other nations as is required of us 
today. Unless we do exercise this care, our credit liberality will be 
taken advantage of and the people of the world will be made to 
suffer instead of being helped. We, too, in this nation will pay the 
penalty. Proper credit management and constructive follow-up on 
the credit transactions we may have with foreign nations are the first 
requisites in our world-wide credit program. 


HENRY H. Bia Na: 


EXECUTIVE MANAGER 
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© EASY TASK awaited John McLough- 
lin in 1824 when he assumed his duties 
as manager of the Hudson’s Bay Company 
interests from the Rockies to the Pacific, 
from Russian Alaska to Spanish California. 
During twenty-two successful years the 
Quebec-born trader was the hope and sup- 
port of Oregon country pioneers, king of 
a thousand Canadian trappers and auto- 
crat of a hundred thousand Indians. 
The second quarter of the last century 
was critical in the history of this vast wil- 
derness, and McLoughlin became its out- 
standing figure. Despite orders to subdue 
the Indians while still inducing them to 
collect furs and to keep the land wild for 
fur-bearing animals by discouraging agri- 





The house is now a treasury of early Oregon relics 


cultural settlers, his con- 
science and humanity won 
out; it was his generosity to 
American immigrants reach- 
ing his territory in a destitute 
condition that earned him 
his recognition as “Father of 
Oregon.” His encourage- 
ment of agriculture and the 
exportation of lumber, sal- 
mon and flour were of great 
commercial importance at a 
time when the country was looked upon 
merely as a good trapping ground. How- 
ever, his superior’s complaints against this 
policy eventually culminated in an order to 
give no further aid to settlers. In 1846 
McLoughlin resigned rather than obey and 
moved to Oregon City where he became an 
American citizen in 1851. 
His home there, probably designed by 
Dr. McLoughlin himself in a colo- 
nial style adapted to pioneer living 
conditions, was built largely of lum- 
ber hand-hewn on the spot. The 
doors and windows were brought 
around Cape Horn from the East. 
' The furniture, silver and china came 
- from England. This 
patriarch of the 
Northwest was an 
imposing personal- 
ity, 6 feet 4 inches 
tall, with long white 


locks that had earned FIRE e 
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The dining room furniture was used by McLoughlin at Fort Vancouver 


him the Indian name of “White Eagle.” In 
his new home he maintained a high stand- 
ard of living for the times and more than 
once reproved the colonists, “Your manners, 
before ladies,” when hats were not removed 
in the presence of his part Indian wife. 

His house now has been moved from its 
original site to a bluff above the river on 
land McLoughlin gave the city for a public 
park. It is administered by the McLoughlin 
Memorial Association, the Municipality of 
Oregon City and the National Park Service. 

The Home, through its agents and bro- 
kers, is America’s leading insurance protec- 
tor of American Homes and the Homes of 
American Industry. 


« THE HOME « 


NEW YORK 


AUTOMOBILE © MARINE 





N.A.C.M. Gives Views on Tax Free Co-Ops 


Text of Statement Presented by Gus C. Klippel Before House 


Ways and Means Committee on November 5th 


banking and financial concerns situated throughout 

the entire United States compose the membership 

of the National Association of Credit Men. Dele- 
gates and members of this Association assembled at the 
Golden Anniversary Convention in New York City in 
May, 1947 unanimously reaffirmed the resolution adopt- 
ed by its National Board of Directors at the regularly 
scheduled meeting at Chicago in October, 1946, as 
follows : 

“The Directors of the National Association of Credit 
Men urge Congress to give early consideration, with a 
view to correction of the inequalities created, to dis- 
criminatory tax exemptions in favor of certain co- 
operatives which in their operations compete with tax- 
able business enterprises.” 

This resolution was not the result of a hastily con- 
ceived idea, but rather was a deliberate conclusion 
reached by this official body after many months of careful 
study and discussions, subsequently confirmed by the 
representatives of the 27,500 members. 

We have no quarrel with cooperatives as such. We 
have no complaint against the inherent philosophy of 
cooperative organizations as originally conceived. But 
we do protest the new philosophy created by these organ- 
izations themselves, in their lust for economic power. 

Our Association is a cooperative. Mr. Henry H. 
Heimann, Executive Manager of the National Associa- 
tion of Credit Men, recently stated: “Our Association 
is the oldest cooperative in the United States that I 
know of. However, in view of the fact that this may be 
brought to your attention let me say this: that which is 
. purely educational, legislative-wise, and of a general re- 
search character is cooperative, but on that which com- 
petes with business we make returns and pay taxes.” 

By our own actions we demonstrate the policy that we 
believe to be fair and equitable. We make returns and 
pay taxes on that part of our activity in which we com- 
pete with other businesses, 


i Approximately 27,500 manufacturing, wholesaling, 
- 


Changes in 25 Years 


It is of little consequence whether we now believe 
that Congress acted wisely some 25 years ago in subsidiz- 
ing the cooperative activity by granting tax exemption 
_ from corporate income taxes. The budget for current 
expenses of government then was not so heavy as now. 
There was not then such a huge debt. Cooperative ac- 
tivity was in its infancy, was not a factor of consequence 


‘ 


in the business field, and confined itself within the bounds 
of its original purpose. 

The competitive feature of the tax-favored status of 
cooperatives is of prime importance to business today. 
When Federal income tax exemption of cooperatives 
was Originally granted, these small associations com- 
posed primarily of local groups of farmers held little 
competitive advantage over regular businesses. The 2 
per cent tax rate in effect at that time was such a small 
subsidy that regular private business could overcome it 
through more efficient operating methods. The truth 
of this statement is brought out by a comparison of the 
growth of cooperatives with the increase in Federal in- 
come tax rates. This tax advantage was particularly 
important to the co-ops during the war when regular 
corporate business was paying up to 80 per cent of 
earnings in income and excess profits taxes. During 
this same war period many cooperatives withheld for 
expansion purposes all of their earnings—tax free. 

Today, these Government-subsidized cooperatives are 
a big factor, and Congress is wise to review the past and 
anticipate the future.- The average businessman is 
wondering about the possibility of his paying an in- 
creasing share of the cost of current government ex- 
penses and national debt reduction, with more and more 
of the available business of the country going to com- 
petitors who pay no share of either. 

Twenty-five years ago the effect of this subsidy to co- 
operatives caused as little disturbance to our profit econ- 
omy and business system as a pebble cast into the ocean. 
Today that pebble has become a really gigantic mountain 
and the disturbance is felt from shore to shore. 


Tax as a Basis of Competition 


I am convinced that it is felt quite keenly, because in 
my everyday work I am in direct or indirect contact with 
about 15,000 businesses in the territory my company 
serves as a wholesale distributor of hardware and many 
allied lines. I know the effect of the tax burden on their 
financial structure. I have analyzed thousands of their 
balance sheets and know how difficult it is for them to 
add to their capital by “plowing back” the nominal net 
profits resulting from their year’s operations. From day 
to day I hear many expressions of dissatisfaction over 
the tax exemption granted to their competitors located 
just a few doors down thé street. 

When corporations are given the opportunity to plow 
back the entire excess of income over outgo, whether it 
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be called profits, earnings, or by some other name, with 
no obligation to pay federal taxes for the support of the 
government which guards and protects their rights and 
liberties and provides the favorable atmosphere and en- 
vironment in which they do business, these corporations 
will naturally grow by leaps and bounds and, as has 
actually happened, soon become Big Business, semi- 
monopolistic in character, and possesed of the power 
and resources to ultimately tear down and destroy a free 
market. 

The tenet of the cooperatives that they have no profits, 
but merely refundable overcharges which are theoretical- 
ly distributed to their members or stockholders, carries 
little weight in the minds of the rank-and-file business 
interests of this country when what they see differs so 
greatly from what they hear. 

Efforts made to require the co-ops to pay income taxes 
are met by claims that these are efforts to put the co-ops 
out of business. And while they publicly deplore sub- 
sidies and special privileges, they continue to seek to pre- 
serve the special privileges under which they themselves 
have prospered. 

If the payment of federal income taxes will put them 
out of business then the co-ops contribute nothing to the 
general economic good, benefit only the few by virtue of 
the government subsidy, and by this special privilege are 
elevated into a superior position in competition over 
other tax paying organizations. 


Full Reason for Our Stand’ 


Deleting the word-play in the argument of the co- 
operatives and judging by the actual results rather than 
the theoretical presumptions of their case, one must 
realize that this new kind of business venture is putting 
a noose about the neck of free enterprise. Year by year 
the rope is tightening with the death of private taxpaying 
enterprise the ultimate result that is avowedly sought. 

Is it any wonder that such a multitude of taxpaying 
individuals and corporations raise their voices in protest 
over such an inequitable tax program as will sponsor 
and promote the mushroom growth of such corporations 
as the Indiana Farm Bpreau Cooperative Association in 
my home state? Compare it with one of the reputable, 
long-established, taxpaying enterprises with which this 
cooperative is in direct competition. 

The Van Camp Hardware and’ Iron Company has 
operated successfully for the past seventy years under 
the established rules of fair competition in a free market. 
As a taxpaying corporation it has paid its proper share 
toward the expenses of local, state, and federal govern- 
ment. Modest earnings have been added to surplus and 
capital facilities increased thereby, while building an en- 
viable reputation with the approximately 15,000 dealers 
served in five Midwestern States. 

The business operations of the Van Camp Hardware 
and Iron Company may be briefly defined as the whole- 
saling of farm tools and supplies, builders hardware, 
furnaces and stoves, plumbing, electrical and mill sup- 
plies, automobile accessories, paints and glass, harness, 
radios, household hardware, dairy and poultry equip- 
ment, electric refrigerators, sporting goods and guns 
and ammunition. Sales are made to retail stores 
throughout the aforementioned territory on the usually 
accepted terms of 2 per cent cash discount, 10 days, net 
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60 days. Products sold are purchased from recognized 
manufacturers. 

Compare this, please, with the method of operation 
of the Indiana Farm Bureau Cooperative Association. 
They manufacture, produce or buy and wholesale farm 
supplies and equipment, building fixtures and supplies, 
poultry equipment, printing and printing supplies, dairy 
supplies, electrical equipment and appliances, paints and 
supplies, household equipment, furnaces and stoves, in- 
secticides, insurance and many others. Sales are made 
to separately incorporated county farm bureau organ- 
izations, usually on terms of cash upon receipt of invoice. 


How the Competition Works 


Though the Van Camp Hardware and Iron Company 
does not sell the same customers as the Indiana Farm 
Bureau Cooperative Association, the co-op never-the-less 
provides competition for us. This competition comes at 
the retail level where the local hardware dealer who 
utilizes our organization as his supplier is in direct com- 
petition with the local cooperative supplied by the state 
farm bureau co-op. As the cooperative takes over more 
and more business at the local level, there is less for the 
local hardware merchant and wholesale suppliers such 
as Van Camp. Our contention, and that of the local 
hardware dealers, is that at both levels the cooperative 
selling hardware has a great competitive advantage by 
virtue of co-op ability to avoid all or nearly all federal 
income taxes. 

The Indiana Farm Bureau Cooperative Association 
was organized in 1922 and incorporated under Indiana 
laws with authorized capital of $10,000. The capitali- 
zation has been subsequently changed several times. As 
of December 31, 1946, $3,414,700 of common stock and 
$2,227,100 of preferred stock were outstanding. Oper- 
ations have expanded greatly in recent years. From 
December 31, 1944, to December 31, 1946, the invest- 
ment or net worth increased from $2,655,903 to $7,410,- 
718—a net increase of $4,754,815 or approximately a 
200 per cent increase of net worth in a two-year period, 
as a result of the reinvestment of these so-called refund- 
able overcharges. 

The Indiana Farm Bureau Cooperative Association 
net sales for the year ending December 31, 1946, were 
$25,931,097. The net profits, or the amount left of in- 
come in excess of expenses, was tax-exempt under Sec- 
tion 101. Upon the same volume of business, with the 
proper assumption that executive and administration ex- 
penses would remain fixed, the Van Camp Hardware 
and Iron Company would have paid taxes into the Fed- 
eral Treasury in the approximate amount of $1,238,000 
for the same year. It seems more reasonable than fantas- 
tic, therefore, to bring into our thinking the proposition 
that for every dollar of sales diverted from private en- 
terprise into cooperative channels the Government loses 
4-77/100 cents in tax income. 

Van Camp Hardware and Iron Company, a federal 
taxpayer, sells to retailers who are also taxpayers, all 
doing business under the rules of the game as recognized 
in our system of private enterprise. The Indiana Farm 
Bureau Cooperative Association, exempt from federal 
taxation, sells to affiliated Farm Bureau cooperatives, 
likewise exempt from federal taxations, all doing busi- 

(Continued on Page 24) 





Americas Duty Toward the World 
Helping Others the Only Way to Help Ourselves 


by CLARENCE FRANCIS 
Chairman of the Board, General Foods Corporation 


the question that businessmen must always ask 
about the events of the day and their meaning to 
our plans. 

As recently as 10 years ago we might have discussed 
this question almost wholly in terms of the domestic 
economy. Today we know that all our plans and all our 
projections must be considered in terms of world 
events. Chungking is important to Chicago, Berlin to 
Boston, Paris to Peoria, and Moscow to Main Street. 
We can’t change that. It exists. 

There is war in the world and famine and pestilence. 
The events of recent years have lent a terrible new 
reality to the Biblical prophecy of the “Four Horse- 

-men.” At home we face economic uncertainty. We 
cannot be sure that we have seen the end of industrial 
and political strife nor of war. Our very way of life is 
being challenged. 

Quite easily, I think, we might yield to the counsels 
of despair. Quite easily we might conclude that there is 
little hope for peace or prosperity. 

But every age has had its prophets of gloom—and 
civilization has somehow survived them all. 
ominous portent has its hopeful side. Swords can be 
plowshares. Poverty and pestilence can be conquered. 
And each new generation has made its contribution to 
progress—regardless of its failures and despite the 
lamentations of its prophets. 

In the short history of our own people this fact has 
been especially marked. That is something we need to 
remember today. 


= We are businessmen, you and I, asking ourselves 
he 


Fifty Years Ago 


Just for the sake of perspective, therefore, let’s step 
back and survey the scene which confronted the Amer- 
ican people 50 years ago. In 1897 there was war in the 
world—war between Turkey and Greece. Our own war 
with Spain was just around the corner. 

Fresh in American memories were startling scenes 
of depression and strife. Only three years before, Jacob 
Coxey had led his march of 20,000 unemployed upon 
Washington and Eugene Debs led the bloody Pullman 
strike in Chicago following national strikes in rail- 
roads and coal. 

There was much head-shaking over the state of the 
nation and of the world. Some people were inclined 
to subscribe to the notion that America had just about 


An address delivered before the New England Credit Conference at 
Boston on October 21 


6 


Every. 


reached its full economic growth. Many were willing to 
echo the words of Carroll D. Wright, first Federal 
Commissioner of Labor, when, just a few years before, 
he said: 

“There may be room for further intensive, but 
not extensive, development of industry in the pres- 
ent era of civilization.” 

The hunt for economic panaceas had begun. Debs 
and Coxey were not alone in their demand for govern- 
ment intervention and radical change. William Jen- 
nings Bryan and his followers were sure that a 
“Free Silver” policy was the only possible alternative 
to complete and permanent disaster. Others perceived 
other diseases and prescribed other cures. 


Then and Now 


Well, what has happened in the last 50 years? 
America has come through four recessions, three major 
depressions, and three wars. Yet our living standards, 
our purchasing power, our industrial production, and 
our economic outlook are vastly better than they were 
50 years ago. : 

Do we need statistics? Well, according to the Na- 
tional Industrial Conference Board, the standard of 
living of the average American wage-earner has im- 
proved 135 per cent in terms of real wages since 1899. 
At the same time, the average work week has been 
reduced by 20 hours. 

Or take it in simple human terms. Let’s browse for 
a moment through the pages of the-newspapers of half 
a century ago. They tell of eggs at 17 cents a dozen, 
corn at 41 cents a bushel, ham at 10 cents a pound, coal 
at 2.26 a ton, and shoes at $1.90 a pair. 

Those were the days! Or were they? Here’s a 
classified ad in which an “expert, experienced stenog- 
grapher” offers her services at $6 a week. And here’s 
an item from Toledo, Ohio, which says: 

“The Toledo Traction Company yesterday announced 
a reduction of 10 per cent in the wages of all its em- 
ployees”—these were depression times, remember— 
“The motormen and conductors who were chiefly 
affected have been getting 18 cents an hour for a 10- 
hour day.” 

At that rate, a Toledo motorman had to work— 

over an hour for a dozen eggs 

2.5 hours for the equivalent of a bushel of corn 
6 hours for a 10-pound ham 

12 hours for a pair of shoes, and 

14 hours for a ton of coal. 
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In the Toledo newspapers last week eggs were adver- 
tised at 81 cents, ham at 65 cents a pound, medium 
class shoes at $8.00, and stoker coal at $10.58 per ton. 
Corn futures were quoted in Chicago at $2.29 per 
bushel. All these prices—the food prices especially— 
are abnormally and shockingly high, even by recent 
standards. 

Today’s Toledo motorman, however, averages $1.29 
per hour for an 8-hour day. At this rate, he still gets 
essential items for less than his predecessor. He must 
work : 

36 minutes for a dozen eggs 
1.8 hours for the equivalent of a bushel of corn 
5 hours for a 10-pound ham 
6 hours for a pair of shoes, and 
8 hours for a ton of coal. 

That’s 35.5 hours in 1897 for a set of essentials which 

today is procurable for 21.4 hours. 


We Can Go Further 


Now please don’t misunderstand me. I am not for 
one moment. contending that this contrast denotes the 
ultimate in social and economic progress. I hope and 
pray with every American that the cost of corn, wheat, 
meat, and other commodities may speedily resume a 
more normal relationship to family income. But I 
think we need to remind ourselves that individual pur- 
chasing power has survived the shock of a series of 
crises and that our living standards are vastly better 
than those of 50 years ago. 

Consider, first, that the real improvement can hardly 
be measured by statistics. Our Toledo motorman of 
1897 was fairly well fed, clothed and housed. But, by 
modern yardsticks, he led a pretty bleak life: 

He worked long hours for what now seems to us 
low pay. 

His luxuries, comforts, and recreations were few. 
Could he afford a telephone? MHardly. Individual 
party lines cost $75 a year. Other utilities, light and 
gas, were either unavailable or priced beyond his reach. 
Simple plumbing and central heating were more than 
he could hope for, as a rule. There was scant room in his 
budget for the least finery in clothes. And the educa- 
tional opportunities for his children, to say nothing of 
health and social services, were comparatively limited. 

Automobiles became fairly common within 15 years 
of the time of which we speak. But most cars, at the 


start, cost about $3000. Today millions of wage earners | 


take for granted scores of things which 1897’s wage- 
earner would have considered beyond his dreams. By 
this I mean things big and small—not just automo- 
biles and radios but hundreds of other items that add 
up to high living standards. Attendance at theatres 
and sports events would be one example, subscriptions 
to magazines another. The motorman of 1897 would 
have had to work six hours to buy his wife a subscrip- 
tion to the Ladies Home Journal—at one dollar a 
year. He had to work 24 minutes to get a 6-cent cake 
of soap. 


Why Do We Prosper? 


Now why have American living standards improved 
so much in 50 years? Why have we had so much to put 
into creature comforts? Why have we had so much to 
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devote to schools, hospitals, churches, libraries, mu- 
seums, and all the other symbols of spiritual freedom? 

Why, in other words, does half the Western World, 
beaten to its knees by war and destruction, look to us 
for help? 
- One could advance a hundred reasons, all partially 
correct. Our wage-earners get more essential goods for 
their effort and hence have more left over for other 
things. We have the highest percentage of industrial 
employment. We have mastered the knack of mass 
production as no other nation has. Our . industrial 
system has $8000 worth of capital investment per wage- 
earner. And so on. 

But basically, what are the reasons? I think they 
come down to the character and attitude of our people. 
In other words: 


1) We have known how to work and we have been 
willing to work. 


2) We have had a competitive, free economy which 
has compelled us to expand production and reduce 
prices and thus make more and more goods and 
services available to more and more people. 

3) We have had. incentives. The promise of profit is 
a mighty mover of men. And its rewards have 
justified us in making the investments which have 
made our industrial machine constantly more 
efficient and _ productive. 

4) We have had faith in our own future and—this 
is, to me, extremely important—we_,have had con- 
fidence in our own currency. Our money has 
always had value and our people have always 
been willing to work for it. 


How Can We Help Others? 


It seems to me necessary for us to ask these ques- 
tions at this time about the source of our own produc- 
tivity. The answers have a great deal to do with the 
grave issues which we face today in world affairs. Let 
us face squarely up to the problem before us. There is 
a world struggle—a “cold war,” they tell us, between 
ideologies. Western Europe is the battle ground. 

Some countries have already succumbed to the pres- 
sure of Communist domination while others, valuing 
their independence, have resisted the encroachments 
of Statism. 

These nations need our help. Hence there is a 
Marshall Plan. We are asked by our government to 
support this plan and to me there is only one answer. 
As patriotic businessmen we must and will cooperate. 
I think we have a duty, however, to inform ourselves 
concerning this program and to raise questions and 
offer comments in the open forum concerning it. 

As I understand it, the Marshall Plan seeks to 
restore the productive’ powers of the war-shattered 
economy of Western Europe. It is designed to make 
other nations self-supporting and self-respecting. This 
principle is important. Europe must have the capital 
goods, the tools, the materials with which to produce. 
We have already witnessed the failure of pump 
priming through the use of dollars alone. Americans 
have a saying that “The Lord helps those who help 
themselves.” Europe can’t lift herself by her boot- 
straps. Nor can we with all our vaunted wealth spend 
her back to prosperity. 





In practice the execution of the Marshall Plan will 
present manifold problems and obstacles. The discus- 
sions of those problems is, to my mind, a job for the 
experts. But I think we may assume that they will 
somehow be worked out. I would like, however, to 
make a few observations about the philosophy and the 
attitude with which we, as Americans, should approach 
the whole question of European aid. Perhaps it is in 
order to suggest a few stipulations as well. 


Restore Confidence in Currency 


An important stipulation, I believe, is this: That 
adjustments must be made so that Europeans will 
have confidence in their own currency. This problem 
is engaging some of our best-trained financial minds. 
It is something on which Europe herself must co- 
operate most fully. I don’t think it is possible to over- 
emphasize the fact that people will work for money 
which they value. 

This brings us to a second stipulation. I hope some 
way can be found to induce Europeans to accept the 
economic opportunity offered by the Marshall Plan 
with a new willingness and determination to work. 
Perhaps it is embarrassing for us to speak in a spirit of 
apparent criticism. Yet I think we must be frank. The 
impression in America is very general that there has 
been a let-down in the psychology of the Western 
European nations. | 

Not long ago a friend of mine returned from England. 
While there he attended a vaudeville show. One of 
the comedians delivered himself of this observation 
concerning the Labor Government: 

“They promised us more money for less work. We 
have given them the less work. Now where’s. the 
more money ?” 

The response, I understand, was a roar of under- 
standing laughter from the audience. So I think we are 
justified in concluding that there is a very real problem 
in the work attitudes of many people in Europe. 


Let’s Face Facts 


I hope this doesn’t sound like the proverbial “Uncle 3 


Shylock” of whom we sometimes hear complaints. But 
let’s face it. This is a point on which there should be a 
thorough understanding. We in the United States are 
going to strain our own economy severely to help the 
European economy. And I think we are justified in 
condemning any practice which limits production 
whether it happens to be “feather-bedding” by a trade 
union or labor government or a cartel organized by 
management. 

In the long run I think there is everything to be 
gained from frankness on both sides of the ocean. The 
formulation of our own attitude toward European aid 
is as important to us as it is to Europe. We don’t want 
to be “Uncle Shylock” nor do we want to go to the other 
extreme and make a maudlin demand for love and 
gratitude from the people we are helping. We don’t 
need so much to be loved as to be respected just as 
Great Britain was when she held the balance of power 
and preserved the peace in the period known as the 
“Pax Britannica” following the Napoleonic wars. Few 
may have loved Great Britain at that time but every- 
one respected the British policy of constructive, regen- 


erative economic expansion throughout the world. 


Two Desirable Exports 


As a matter of fact, there are two things that I wisi 
we could export in quantity along with the tools ani 
goods contemplated in the Marshall Plan. One is 
American industrial “know-how.” The other is some- 
thing I choose to call “the American idea.” We all re- 
member the force which sheer “know-how” exerted on 
war production. To our technical performance we added 
discoveries in the mechanics of human performance—- 
work ‘simplification, time and motion study, training, 
human relations and the appeal to morale. It knocked 
off millions of man-hours from the production time of 
planes, tanks, and guns. 

“The American idea” is simply the conviction that 
two things can be made to grow where one grew before 
and that millions of automobiles, for example, can be 
made and sold at low unit costs by the use of a little 
ingenuity and will to work. Economic optimism has 
been lacking in Europe for generations. There must 
be some way in which we can renew our own faith in the 
future and transmit that faith to others. The Marshall 
Plan should help. 

Now I realize that it is hard to expect hungry people 
to be optimistic. This brings us to the question which 
I believe to be at the very heart of the whole problem 
of European reconstruction. Europe’s urgent, imme- 
diate, dire need is for food. 

But let’s not forget this: The long-range problem is 
food also. 

Right this minute we cannot be comfortable because 
we know that there are hungry people looking to us for 
help—not hungry statistics but hungry men, women, 
and children. Just as bullets and bombs won the “hot” 
war, so food is vital to the winning of a “cold” war. 
No matter how you view it—from the humanitarian, the 
economic, or the political standpoint—food is the 
atomic power of the day. 

There is a world shortage of food, principally of 
grains. We are asked to share our supply. President 
Truman has proposed a program. The program has 
been criticized and it may be faulty but I feel sure that, 
if the urgency is understood, we will find a way to make 
the needed saving. Not eating meat on Tuesday and 
eating the Tuesday portion on Wednesday is not saving. 
We will gain nothing by eating an extra slice of bread 
today to make up for the one we didn’t have the day 
before. The object is to conserve grain. This begins 
at the farm. Wheat must be conserved for human 
beings instead of being fed to animals. I feel sure that 
American farmers will do their share in reducing the 
amount of grain used for animal food. It is our part to 
help conserve it at the dinner table. 


A World Balance Sheet? 


The long-range food problem is, to me, just as im- 
portant as the present crisis and just about as urgent. 
For unless major supplies of food in the future are 
assured there will be one crisis after another and no 
industrial plan, such as the Marshall Plan, can be ex- 
pected to succeed. Europe needs more seed, more ferti- 
lizer, more farm implements, and, pray God, better 

(Continued on Page 39) 


CREDIT AND FINANCIAL MANAGEMENT, November, 1947 








— +s = oe eS 


lat 


nt. 
re 
no 
>X- 
‘ti- 


947 


THE CREDIT EXECUTIVE'S LIBRARY 


by DR. CARL D. SMITH 


Director of Education, National Association of Credit Men 


The European Cockpit, by William Henry Chamber- 
lain. Published by Macmillan Co., New York 1947. 
$4.00. 


The plight of Europe takes the headlines these days. 
The overall picture is not a pleasant one and it is one 
which American citizens cannot ignore. American busi- 
ness men can ill afford to profess disinterest in what 
goes on in Europe or in the ultimate ends to which the 
plight of Europe leads. I know this book has nothing 
to do with credit or with the specific problems of finan- 
cial management, but I do know that it has much to say 
about the risks and the hazards which America faces 
today as a result of the developments in Europe. For 
that reason, if for no other, this book should be read by 
every alert and patriotic-minded American business- 
man, 

The author sees Europe as the cockpit where the 
struggle between Russia and the western democracies 
takes place. He describes the complete collapse of the 
ways of life of peoples who hoped and lived for better 
things in life, and a “broken and barbarized society fran- 
tically trying to return to a standard of living available 
to even the poorest in our own country.” He writes 
from first hand contacts and with a broad understanding 
of contemporary history and the political aud psycholog- 
ical consequences of a war ordeal not even remotely un- 
derstood by our citizens as a whole. 

In clear, understandable, and forcible words he tells 
what he saw in Europe, why Europe is the cockpit of 
conflict, what Russia is up to, the issues at stake be- 
tween Russia and the United States, where Britain 
stands, how Germany is progressing under the control 
of the Big Four, and something of the struggle that goes 
on for the ultimate control of Germany. The author 
gives a clear picture of France in transition, the gather- 
ing of the forces for the conflict in the Italian arena, 
a glimpse of the lands behind the iron curtain which has 
been obtained from most reliable sources, the tragedies 
and the lessons to be learned from the smaller countries, 
the testing for peace in Poland, and the illusions and 
realities that arise out of the American Foreign Policy. 

Mr. Chamberlain advocates a Federated Europe 
which will become a fourth world power along with the 
United States, Britain, and Russia. What is now em- 
bodied in the Marshall Plan is the ideal toward which 
the author looks. He feels it futile to invite Soviet satel- 
lite states into this Union for they would prove to be a 
disruptive force. They should be left outside and cut off 
from credits and resources until a peaceful or violent 
change might bring them back into the family of peace 
loving and civilized nations. He closes a most interesting 
chapter on “Whither Europe?” with these words: “In 
this idea, I am convinced, lies Europe’s last chance to 
avoid an indefinitely long period of bleak poverty, 
cultural decline and social unrest. In this idea may also 
lie America’s last chance to promote that world of liberty 
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under law, of order and prosperity, in which this gen- 
eration and future generations of Americans may live 
securely. We and our Canadian and Latin-American 
neighbors owe an inestimable debt to the ideals and in- 
stitutions, to the creative thought and art, of Europe. 

“It should be the mission of the New World to repay 
that debt, to create a world fit for civilized and humane 
men and women to live in, by throwing its fresh, untap- 
ped strength into the balance, to help Europe achieve its 
destiny of unification and to save it from the very real 
threat of entering a new Dark Age.” 


The Triumph of American Capitalism, by Louis M. 
Hacker, Associate Professor of Economics, Columbia 
University. Published by Columbia University Press, 
New York, 1947. $4.00. 

At no time in the history of the economic develop- 
ment of the United States has there been more need 
for an intelligent understanding of the contributions 
made by capitalism to our economy than now. Here is 
a book that should be read by executives who seek a 
breadth of knowledge and understanding of the basic 
fundamentals that undergird “capitalism.” 

When the author talks about capitalism, he refers 
to that force that gives men liberty in order that they 
may be allowed to devote their labors to the achieve- 
ment of social welfare. Out of the historical ex- 
periences of men he demonstrates that men make their 
own destiny through their choices, and that they are 
most likely to achieve success when they are permitted 
to operate on both the economic and idealistic levels. 
Contrast this view with that of Karl Marx who leaves 
out free will, who makes economic analysis a mechani- 
cal procedure, and who denies to men the privilege 
of chance and the development of the human person- 
ality. He also demonstrates that “capitalism is a vital 
and progressive force. As long as men are free and 
equality of opportunity exists, innovation, and there- 
fore progress and welfare, must result.” 

Here is a sample of the stimulating mental cocktail 
that the reader will partake of in this interesting 
volume. “That is why I expressed no real concern 
over the appearance of the interventionist state of our 
own times. If the citizen is alert, if the functionary 
is made responsive, the Big State can be brought 
under control. And the same is true of Big Business. 
Economically, it is more efficient, it is capable of 
realizing increasing returns, it can create welfare. But 
opportunity must continue to exist for competition and 
for the rise of new and daring young men. 

“We live today in an age of economic expansion 
and social invention as did the earlier Americans of 
1776 and 1861. Their faith and striving helped in 
the creation of the American tradition of liberty and 
equality ; the same tradition is still a guide: to action 
as Americans seek to make freedom and welfare 
attainable all over the world.” 


Aids to Statement Analysis 


Graphs Give a Quick and Reliable Picture 


by M. F. HARTER 


Assistant Credit Manager, Weirton Steel Co. 
Weirton, W. Va. 


X-Y-Z COMPANY 
BALANCE SHEET 


Assets Percentage ‘Percentage Percentage 
Ist Year of Ist Yr. 2nd Year of Ist Yr. of Ist Yr. 
$219,000 
Accounts Receivable ....... 127,000 83% 


Total Quick Assets 346,000 
Inventory 191,000 141% 


Current Assets 537,000 106% 
Fixed Assets Met sg 194% 
Miscellaneous Assets ...... 426% 


Total Assets ... 
Liabilities 
Notes Payable ...... 
Accounts Payable ... 
Accrued Federal Taxes 


Current Liabilities 
Reserve for Conting’s . 


Net Worth 


Capital Stock 
Surplus 


Total Net Worth 
Total Liab. & N. W.... 


QUICK ASSETS FIXZD ASSETS CURRENT 
LIABILITIES 


B@ - lst year 
- 2nd year 
§ - Srd year 
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the financial progress of a firm, when Balance 

Sheets and Profit & Loss Statements are avail- 

able, is by the use of graphs, which are being 
used in many ways these days in making comparisons 
of all kinds. This means of preparing a financial analy- 
sis is of value in presenting the information in a form 
that can readily be comprehended by an executive or 
possibly by a person not familiar to a very great extent 
with the technicalities of such an analysis. There are 
various methods of making graph analyses and two of 
the most readily understood are those illustrated. The 
fictitious figures used are in round numbers for con- 
venience. Only those for three years have been used, 
although a longer period could be covered. 

The first year is taken as the base year and the 
percentages for the 2nd and 3rd years are of course 
secured by dividing the amount ‘under any one caption 
for the 1st year into the second and third years, respec- 
tively. The trend of the lines is the important thing 
and not particularly the base year chosen. If desired 
different colored lines can be used to distinguish be- 
tween the various lines on the chart. 

At this point a word of caution is in order—when 
attempting to interpret graphs of this nature it is al- 
ways essential to refer to the actual figures. For in- 
stance there is considerable fluctuation in the item of 
Miscellaneous Assets, but the amount involved in rela- 
tion to the other items, is so small that in this instance 
it can be disregarded as of little consequence even 
though there is an increase of 326%. 

It is of interest to observe that for the second and 
third years there was an increase of 94% in Fixed 
Assets, they were practically doubled, at the expense 
of the Quick Assets which decreased 17%, with the 
increase in Net Worth making up some of the differ- 
ence, it having increased 29%. 

It can be seen that for the period under review 


s A helpful and interesting manner of determining 
° 


' Cost of Goods Sold increased in about the same propor- 


tion as Sales. Selling, Gen’l. & Adm. Expense has not 

increased to as great an extent as Sales, which, of 

course, is a favorable trend. Although there has been 

an increase in Sales of 21%, Net Income has not kept 

pace, the increase being only 11%. Also a similar graph 

might be made of the various expense items, which 
(Continued on Page 24) 


Sales 
~---=--Cost of goods sold 
wssseeeeeesSQLLing expense etc. 
— —-—Provision for 
Federal Taxes 
—-—-—--Net income 


1st 2nd 3rd 
Yre Yre YPe 





100% 


Above and below: Profit and loss statement in graph and figures. On 
the opposite page is the balance sheet as it appears in figures and 
(below) in graph form. 


X-Y-Z COMPANY 
PROFIT & LOSS STATEMENT 





Ist Year 
ORNs. 5 eee ae eh ecu de Ske aen a eORs $1,551,000 
ORE OT AGOOGS SHOR ce cow bake de Aw eae ok 1,249,000 
MNES des Sry kd ete weet ot hades 302,000 
Selling, Gen’] & Adm. Exp. .................. 136,000 
Profit from Operations ..................... 166,000 
RE ake coun bk «ds SRG See Pome ee 7 
PO LO sl ce ahaa ants 168,000 
Income Charges ... Jub ceweuthew sa eee 3,000 
Net Profit before Fed. Taxes ............. 165,000 
Provision for Fed. Taxes .................055 123,000 
42,000 
Reserve for Contingencies ............... Ds 1,500 
cm get or i. ela chia Cade WE $ 40,500 


CkEDIT AND FINANCIAL MANAGEMENT, November, 1947 





Percentage Percentage Percentage 
of Ist Yr. 2nd Year of Ist Yr. 3rd Year of Ist Yr. 
100% $1,747,900 113% $1,875,000 121% 
100% 1,339,900 107% 1,511,000 121% 

408,000 364,000 
100% 138,000 - 101% 145,000 107% 
270,000 219,000 
1,000 3,000 
100% 271,000 161% 222,000 132% 
4,000 8,000 
100% 267,000 161% 214,000 130% 
100% 196,000 159% 162,000 132% 
71,000 : 52,000 
28,000 7,000 
100% $ 43,000 106% $ 45,000 111% 





Broader Phases of Credit Management 


A Discussion of Three Major Obligations 


by L. W. BERNHARD 


Credit Co-ordinator, Standard Oil Company of New Jersey 


so far as the handling of credit is concerned, is 
the continued inflationary trend in our economy. 
How long it is going to last, how far it is going 
to go in the way of higher wages, higher costs, higher 
prices, are questions to which it would be difficult to 
find answers on which any two experts would com- 
pletely agree. Yet to a considerable extent our credit 
policy must be shaped by our answer to that question. 
If we could say with any assurance that we could 
expect a reversal of the trend, radical deflation, in the 
fairly near future, we should obviously have to follow 
an ultra-cautious credit policy. We should have to 
look with extreme skepticism at every new venture, at 
every move toward expansion which might require the 
use of larger credit. We should have to watch retail 
consumer credit with particular care. And quite gen- 
erally we should have to do everything in our power 
to scale down our commitments and reduce our risks. 
If, on the other hand, we could feel reasonably cer- 
tain that inflation had about run its course and that 
without a radical readjustment the economy was going 
to stabilize itself at about the present level, we could 
go ahead with a good deal more confidence. It would 
not be too difficult to pick out the weak spots as we 
see them today, to estimate the re-adjustments that 
would have to be made, and to appraise with some 
accuracy the soundness of new ventures or plans for 
expanding the older ones. 


“ The dominant economic fact in the, world today, 
» 


Maybe It Will Continue 


Still a third possibility is that inflation will continue 
for some time to come. In that event the credit risks 
will be directly proportional to the velocity of the 
inflationary movement. If it proceeds at a moderate 
rate, with occasional breathing spells, pauses for read- 
justment, price increases slowed down by consumer 
resistance, wage demands tempered by the realization 
that it is not only the number of dollars in the pay 
envelope that counts but what they will buy, we again 
have a condition which, although by no means simple, 
should not be too difficult for credit men to handle. 
If, on the other hand, the pace becomes too swift, what 
will happen to credits is any one’s guess. There is no 
answer. Established values which have long served as 
the basis for credit lose their meaning, speculation in- 
creases and becomes rampant, people lose their sense 
of responsibility, and we proceed headlong to the ulti- 
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mate catastrophic collapse of the whole world. 

I am not going to try to influence your thinking 
about the probable duration or extent of this inflation- 
ary trend. It is part of our job, using and weighing 
the best advice we can get, to decide for ourselves as 
we go along what our policy ought to be and how it 
will have to be tempered or liberalized, from time to 
time, with the changing outlook. My own feeling today 
is that the inflationary trend will continue. My hope is, 
and to a certain extent my belief, too, that it will not 
get too badly out of hand. The underlying inflationary 
pressures in our economy are enormous and they are 
only intensified by the unsettled condition of the world 
Even if all other questions could be resolved, politica! 
considerations alone would make it extremely difficult, 
if not impossible, to deal with those pressures at their 
base or origin. But I have a good deal of faith in the 
collective good sense of American business and of the 
American people and it is pretty much on that that I 
base my hope for a fairly orderly trend in the national 
economy. 


Portents In the Oil Industry 


In our own industry the outlook is a good deal 
clearer. We have today an unprecedented demand for 
products. But there are still millions of cars to be 
built and put to use; there are still millions of homes 
to be built and heated; there are still many reasons 
why industry and commerce are going to want more 
and. more oil. So the probability is that demand will 
continue to increase for some time to come. Even if 
we look for some decline from our present peak levels 
of industrial and agricultural activity; even if we 
expect a drop in employment, a substantial slowing 
down of the pace at which we are going, it still seems 
likely that there will be a market both at home and 
abroad for just about all we can produce. That condi- 
tion furnishes a sound underlying basis for the expan- 
sion of petroleum marketing. 


Thousands of Distributors 


A big part of the industry job is the job of distribu- 
tion—making products available to the consumer when- 
ever, wherever, and in whatever quantities they are 
needed. We are all familiar with the marketing struc- 
ture by which that is done. We all know that a con- 
siderable part of the job of distribution can be done 
only by large companies.. Bulk storage and transporta- 
tion facilities, the huge inventories that must be carried 
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to assure continued supply, the planning and coordina- 
tion that are needed to maintain an equable flow of 
products from producer to consumer are a job for big 
business. But we all know, too, that most of our prod- 
ucts, probably something like two-thirds of the total 
as a general average, reach the public through inter- 
mediate sized and small re-sellers. 

There are well over 200,000 of these small and me- 
dium sized business enterprises who have found a secure 
and stable place in petroleum marketing. Their con- 
tinued growth and prosperity is important to all of us; 
not only because we so largely depend on them as outlets 
for what we have to sell; but because to so great an 
extent and whether we like it or not,-each of our 
companies is bound to rise or fall in public esteem 
according to the kind of service these re-sellers render 
and the way they run their business. The coming years 
are going to make new demands on them as well as on 
us, and offer them new opportunities for profitable 
growth. Because most of them rely, at least partly, 
on credit to carry on their business, we shall have to 
think of our job with special reference to their needs and 
the soundness of their expansion. 


Public Relations Questions 


There is still the question of the relation of our job to 
the public we serve. It should be, and is, a paramount 
principle of our industry that we work always in the 
public interest. We are a progressive industry and every 
progressive industry knows the importance of public 
respect and good-will. Every contact we have helps 
‘either to build or to tear down that good-will; and it is 
part of our job to see that the people who, through our 
department, have contacts with the company we work 
for are never left in doubt as to the progressiveness, the 
fairness of the way we do business. 


The Credit Man’s Responsibilities 


Those, I think, are the general considerations which 
set the background for the job we have to do. Starting 
with them, let’s take a little closer look at our responsi- 
bilities and our opportunities. 

Our basic responsibility is, of course, to maintain a 
sound credit policy and an effective collection procedure. 
But our job, as I see it, goes considerably beyond those 
two things. It includes three other major obligations: 

1, That our credit policy be constructive rather than 
restrictive. 

2. That our collection procedure be helpful and cura- 
tive rather than coercive. 

3. That we use our innumerable contacts with the 
public to increase respect and good-will for the 
company for whom we work. 

I am going to take for granted that we all under- 
stand our basic responsibility. We can all read and 
understand an agency report. We can all analyze a 
balance sheet and income account. We are all com- 
petent in the use of the tools of our trade, so I want to 
skip the routine phases of our work and try to suggest 
two or three ways in which we can do something better 
than a good routine job. 

I suppose it is true of everyone who takes a teal 
interest in his work that he continually finds himself on 
the threshold and never at the climax of accomplish- 
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ment. No matter how proudly he may look back over 
his record, the field of opportunity before him seems as 
large, the horizon of ultimate achievement as far away 
as it was at the very beginning. And although most of 
us, I am sure, can look back with some satisfaction on 
the job we have done, we would be singularly blind to 
the dynamics of our industry, if we failed to see the 
opportunities that are within our reach for doing a 
better and a more constructiye one. 


More Skill Needed 


As I mentioned above, we are part of a continually 
growing industry, working in a highly inflationary econ- 
omy. Although we know that, latent in this inflation, 
are the seeds of possible collapse, we can be sure too, 
that much of the growth will be sound and lasting. We 
want to participate in and help promote that growth and 
at the same time we have to minimize the risks we take. 
That, I think, will require of all of us, better judgment, 
more foresight, more skill than we would need in ordi- 
nary times. 

Conditions call for a clearer perception of the rela- 
tionship of each kind of business, each particular enter- 
prise to the probable pattern of the future. We are 


. living in a time when we can hardly afford to gen- 


eralize. An over-all attitude of ultra-conservatism may 
well shut the door against many newcomers who, a few 
years from now, might: be our best customers; it may 
needlessly hamper the growth of the more enterprising 
among those with whom we now do business. And cer- 
tainly a blind optimism based only on the spacious 
aspects of prosperity around us is something we can’t 
afford to indulge in. 

So, if we are going to develop a strong, constructive, 
long-range credit policy we shall have to improve our 
skill in weighing the business potentialities of each 
enterprise, in visualizing its place not only in the econ- 


‘omy of today but in that of two, three, or five years from 


now. We can be quite sure that when the race has been 
run, the casualties will be found not only among those 
who may now seem over-venturesome, but among those 
also who today may look most sound but who will lose 
out because they have failed to keep pace with the times. 
It is a day when intelligent opportunism, resourcefulness 
and individual skill may often prove a sounder basis for 
credit than some of the traditional-values which, in other 
times, have carried preponderant weight. 


What Makes a Business Good 


In petroleum marketing particularly, where so much 
of the job is done through small business, where quick 
turnover makes it possible to do a fairly large volume 
of business with relatively little working capital, the ini- 
tiative and skill of the individual, his choice of a location 
and the way it is developed are, in many cases, more 
important considerations in forecasting his probable suc- 
cess or failure than his tangible net-worth. The modest 
amount of money needed to start out may be quickly 
dissipated if these intangible qualities are lacking ; and 
there isn’t one of us who can’t look over his best ac- 
counts today and find many who started, not so long ago, 
with little but an idea and the will to work. 

Important as these considerations were in normal 
times, they are even more important today when ex- 
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panding markets and growing demands offer still 
greater rewards to energy and resourcefulness. So, if 
we want to make the most of our opportunities in this 
dynamic period, I am afraid that, as to much of our 
business, we are going to have to rely less on the tradi- 
tional tools of our trade, and we are going to have to 
increase our ability to weigh and value the business 
intangibles that can often contribute so much more to 
ultimate success. 


How To Keep It Good 


If we are willing then, to take the risks involved in a 
more constructive, far-sighted use of credit, what can we 
do to insure a higher average of success among those 
whom we have trusted? Here again, I think the answer 
is: by increasing our knowledge of what is going on 
about us, increasing our alertness in detecting signs of 
business weakness, increasing our skill in learning the 
cause of the weakness, and increasing our ability to 
prescribe and carry out remedial action. 

Most business failures are due to errors which, if they 
had been discovered in time, could have been corrected. 
Whatever may be the weakness that starts a business on 
the downward path—whether it be high operating costs, 


excessive overhead, an unbalanced capital structure, a . 


poor load factor, loose credit and collection policies—any 
of these or the dozens of other things that may lead to 
business failure, it is our job to recognize the illness and 
prescribe the cure; and the quicker we act in each case 
the more successful we shall be. The time to stop bad 
debt losses is when they first rear their ugly heads as 
past due accounts ; and the way to stop them is to learn 
the cause of delinquency and whenever possible proceed 
quickly to correct it. Surely the beginning and end of 
collection technique is not in progressively tougher and 
tougher dunning letters and progressively more rigorous 
restriction of credit. The less we have to rely on these 
methods and the more we can employ the constructive 
method of skillful diagnosis of the cause of business 
weakness and prompt, cooperative, remedial action, the 
more we shall be able to contribute to the well-being of 
our business. So let’s try to cure our ailing customers— 
not kill them. 


Advice Without Paternalism 


The view of our collection job has a particular bearing 
on our dealings with re-sellers in our own industry. I 
think that by a better understanding of their problems, 
by closer and more friendly contacts, we as credit men 
can do a lot to help them avoid the financial errors that 
so frequently lead to business failure. Our companies 
back them up with extensive advertising; our sales 
departments try to show them better merchandising 
methods ; they point out the shortcomings that are apt 
to. lead to loss of business, and the extra services that 
result in more friendly customers and more sales. But 
we can be quite sure that with all this help they can’t do 
a real marketing job if their financial affairs are in a 
mess. An unmanageable burden of debt is very apt to 
mean neglected maintenance, underpaid, incompetent 
help, inadequate inventories, and generally poor service 
—all of which may eventually lead to failure. Now we 
can do a lot to correct those conditions. 

I am not advocating paternalism, holding an umbrella 
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over the incompetent, and certainly not easy credit as a 
cure-all. These people are their own bosses and we 
neither can nor want to tell them how to run their 
business. But either by direct contact or through our 
salesmen, at dealers’ meetings or at their places of busi- 
ness, we can get down to the grass roots of their finan- 
cial problems; and in many, many cases when they are 
in difficulty show them the way back to financial good 
health. Timely, constructive counsel will not only ease 
our collection job and save us from many a bad-debt 
loss; it will help us avoid as well the intangible losses, 
loss of what should have been a permanent, profitable 
outlet for our products, loss of the confidence and re- 
spect of a lot of people who have been buying at that 
outlet, the loss of good-will which invariably accompanies 
the disintegration of a business. Those intangible losses 
take time and work and money to recoup. By some- 
thing very much like what we call, in relation to phys- 
ical property, “prevention maintenance” we can avoid 
many of them, 


Building Goodwill 


Now, let’s look at the third constructive aspect of our 
job, which is just as important as the way we grant 
credit and the way we handle collections. What can we 
do in our daily contacts to help build respect and good- 
will for our company? There is no department of a 
company which can do more harm, and inferentially 
more good to its relations with the public than the credit 
department. It probably has more direct public contacts 
than any other department and those contacts relate to a 
matter about which most people are peculiarly sensi- 
tive—their financial responsibility. It is part of our job 
to see that those contacts, whether by mail, telephone, 
or in person, are kept cordial, friendly and helpful. We 
cannot escape the unfortunate fact that the very name 
“Credit Department” seems to engender a feeling of fear 
and mistrust in a great many people. We have some- 
how to break through that barrier and show those with 
whom we deal that we are human, approachable and 
understanding ; that we want to keep on selling them, 
and selling them on credit, and that we have an honest 
interest in helping them when they get into trouble. 
By continually watching, continually improving the 
quality of our public contacts, whether direct or by 
mail, we can not only do a better collection job, but in 
the process we can continually increase respect and 
good-will for our company among the people with whom 
we deal. 


Credit Builds Business 


What I have been trying to suggest is only this— 
that we try to keep foremost in our thinking the use of 
credit to build and preserve business—that we look on a 
credit sale not only as today’s delivery and next month’s 
collection, but a$ a step in building a permanently 
profitable business relationship—a relationship to be nur- 
tured and cultivated through good times and bad for the 
lasting advantage of both seller and buyer. 

Each of us-will have his own way of trying to increase 
the constructive value of his department. But in closing, 
I would like to suggest a rather simple formula that 
may be of help to us: 


(Continued on Page 39) 
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Checking up on Checks 


Answers to Some Questions on Their Use 


by CARL B. EVERBERG 


Attorney-at-Law, Boston 


drawn on a bank and payable on demand. One 

of the best comments on the function of a check 

is that it represents money and is merely a ve- 
hicle or means of delivery of the money. Bates-Crumley 
Chevrolet Co. Inc. v. Brown, 141 Southern 436. 

As a medium of exchange therefore, so to speak, its 
usefulness cannot be exaggerated, for it transfers 
hundreds of millions of dollars in this country every 
day in hundreds of thousands of transactions. 

Occasionally corporations use drafts drawn on them- 
selves but payable at some named bank. Such instru- 
ments are deemed to be checks. Mt. Vernon National 
Bank v. Canby State Bank, 276 Pac. 262. 

The party signing the check is called the drawer and 
the bank is called the drawee. The party to whom the 
check is payable is called the payee. ; 


3 A check is in form a bill of exchange (draft) 
b 


Is Delivery of a Check Payment? 


A question of considerable significance is whether the 
debt for which the check. is given is extinguished by the 
mere delivery of the check. It is generally held that 
it is at most only a conditional payment, so that if the 
check is afterward dishonored the debtor still remains 
liable on the debt. On the other hand payment be- 
comes absolute upon payment of the check. Neverthe- 
less the parties may agree that the delivery of the check 
is absolute payment. And sometimes this agreement is 
more implied than express. Those who take checks 
therefore in settlement of certain accounts must be 
careful to assert that the acceptance of the checks is not 
in settlement and discharge of the account. For if the 
amount of the check or checks be less than the amount 
of the original debt, action thereafter must be taken 
on the lesser amount as represented in the checks. 

For example, two partners had a controversy over 
their respective accounts. Finally one of the partners 
agreed upon a settlement and he accepted a series of 
postdated checks from the other partner aggregating 
the amount of the settlement. The checks were dis- 
honored but the court held his only right of action now 
was on the checks and not for an accounting. Golden 
& Co. v. Strickland, 261 S. W. 633. 


Is Acceptance of a Check Marked “Paid in Full” or 
“In Full Payment” a Release of the Balance? 


This question was treated somewhat fully by the 
author’s article in the August 1947 issue of CREDIT AND 
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FINANCIAL MANAGEMENT. Briefly, the cases revolve 
around the question as to whether there is a dispute or 
not. If there is no dispute a debtor is generally (and 
in most states) not excused from paying the full amount 
of his indebtedness even if a creditor uses a check for 
less than such amount marked “paid in full” or some 
similar legend. On the other hand, if there exists a 
bona fide dispute (arising, for example, out of a claim 
of inferior quality of merchandise purchased) the ac- 
ceptance of the check generally binds the creditor on the 
ground of accord and satisfaction. 


What Is the Bank’s Liability on a Check? 


(a) to a holder of a check? 

The bank owes no contractual duty to a holder of a 
check who is not the drawer. True, the bank agrees 
with its depositor to receive his deposits, to account to 
him for them, to repay them on demand, and to honor 
his checks for the amounts drawn when they are pre- 
sented. And for any breach of such agreement the bank 
is liable to the depositor. But the money deposited be- 
comes the absolute property of the bank, not impressed 
with any trust, which they may dispose of at their 
pleasure, subject only to the personal obligation to the 
depositor to pay an equivalent sum on his demand or 
order. The banks make no agreement with the holders 
of such checks, however. Thus, in absence of any 
direct agreement with a holder of a check to honor it, 
a bank has no obligation toward such holder, and may, 
if it pleases, refuse to honor the check on any ground it 
pleases. Carr v. National Security Bank, 107 Mass. 45. 

The Negotiable Instruments Law (N. I. L.), a 
uniform law in all states, states: A check of itself 
does not operate as an assignment of any part of 
the funds to the cerdit of the drawer with the bank, 
and the bank is not liable to the holder unless and 
until it accepts or certifies the check. 

The N. I. L. therefore has codified the common law 
in this respect and on the ground that a check does not 
operate as an assignment of the funds to the credit of 
the drawer, a holder has no rights against a bank in 
absence of acceptance or certification. 


(b) to a depositor for refusal to honor checks? 

A bank is bound to honor checks drawn on it by a 
depositor if it has sufficient funds belonging to the de- 
positor when the check is presented and the funds are 
not subject to any lien or claim, and for its refusal or 
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neglect to do so, it is liable to an action by the depositor. 
Wiley v. Bunker Hill National Bank, 183 Mass. 495. 
In some states this action may be maintained on the 
ground of tort but in Massachusetts, as in some other 
states, it is viewed as a breach of contract implied from 
the relation of the parties. In any event the injury to a 
depositor’s credit is a vital factor and the amount of the 
damages rests largely on this point. 


(c) toa depositor when it has paid a check to the wrong 
payee and has charged the depositor’s account? 

A bank on whom a check is drawn must ascertain 
at its peril the identity of the person named as payee. 
This is subject, however, to any negligence on the part 
of the drawer. The bank must pay only the payee 
named in the check. This may seem a harsh rule on 
banks but the reason for such rule is clear: Unless the 
bank pays the specific payee named in the check it has 
violated the order which the depositor has issued to the 
bank. To none other than the very person named in the 
check is the bank authorized to pay out the depositor’s 
money. Murphy v. Metropolitan National Bank, 191 
Mass. 159. If, however, the bank pays a check to an 
impostor whose name is not actually that written in the 
check, the bank will not be liable to the depositor if the 
depositor intended it payable to the one actually cashing 
the check. Montgomery Garage Co. v. Manufacturers 
Liability Ins. Co., 94 N. J. L. 152. 


(d) to a depositor when it has paid a check on the 
forged signature of the drawer or on a material altera- 
tion, and has charged the depositor’s account? 

An English judge puts it this way: London Bank v. 
MacMillan (1918), A. C. 777. “A check with the sig- 
nature of a customer forged is not the customer’s 
mandate or order to pay. . . . If the bank honors such 
a document not proceeding from its customer, it can- 
not hold the customer answerable for the signature 
and issue of a document which he did not sign or issue; 
the banker paying accordingly has paid without author- 
ity and cannot charge the payment against a person who 
was a stranger to the transaction.” The same is true as 
to an alteration. However, it is generally held that. if 
an alteration is made possible by the negligence of the 
drawer (such as leaving wide spaces capable of being 
filled in by an intermediate party) the consequences 
must fall on the drawer whose negligence is responsible 
for the alteration. 

In passing, there is a duty upon a depositor to ex- 
amine his cancelled checks and notify a bank within a 
reasonable time (within one year according to Mass. 
statute) that there has been a forgery in the drawing, 
acceptance or indorsement or a material alteration, 
otherwise the bank is not to be liable. 


Stopping Payment on Checks 


Since the writing of a check is merely an order, it may 
be revoked. It is necessary at times to stop payment on 
a check as where a check is lost in the mails or for other 
reasons. If a bank fails to comply with such a revoca- 
tion or countermand before acceptance or certification 
it will be subjected to liability therefor to the drawer. 

Some banks in accepting an order to stop payment 
require signature to an agreement that if the bank should 
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by oversight or inadvertence pay such a check it will 
not be liable. The bank will therefore be exonerated 
from liability to the drawer if it pays a check through 
oversight. Tremont Trust Co. v. Burack, 235 Mass. 
398. 

Attention should be called at this point to the fact 
that under certain circumstances and under the “Bad 
Check” laws of some states, the stopping of payment 
of a check may subject the drawer to prosecution under 
the said statutes. Garner v. State, 100 Ga. 257. It de- 
pends upon whether there was intent to cheat or obtain 
property under false pretenses, although in some states 
there is a prima facie intent from the fact that the 
drawee refused payment because of lack of funds or 
credit. 

The giving of a bad check in payment of an antecedent 
debt, if the drawer procured nothing of value and did 
not obtain anything of value from the payee, is gen- 
erally not considered a violation of the statute. But 
each state must be checked for its decisions on the local 
statutes. 


Effect of Certification 


Somewhere in the more recent history of checks some 
one started the custom of having a bank certify a check 
drawn on it. Upon certification (by writing words on 
the check or by acceptance on another piece of paper 
shown to the one who receives it in faith of the certifica- 
tion) the bank’s liability becomes absolute, so far as the 
amount is concerned. 

A section of the N. I. L. provides: Where the 
holder of a check procures it to be accepted or 
certified the drawer and all indorsers are dis- 
charged from liability thereon. 

This section infers a distinction between the certifi- 
cation being procured by the holder or by the drawer. 
If the latter has the check certified, his liability con- 
tinues along with the bank. If the bank should fail. to 
pay the check for any reason, including insolvency, the 
drawer is still liable. It is otherwise when the holder 
has the check certified. The effect of this is that the 
bank undertakes a contractual obligation with the holder 
to pay the holder just as if the holder were a de- 
positor and had deposited money with it. This sort of 
transaction eliminates the drawer from any further 
liability. 


Stopping Payment on Certified Checks 


A vexing question in connection with certified checks 


is whether payment can be stopped. It is certainly 
conceivable that a drawer of a check which has been 
certified after discovering fraud or mistake. in the 
issuance of a check, may want to stop payment. If the 
check has been certified what happens if the drawer 
stops payment on it? The answer to this question de- 
pends again upon whether the certification was pro- 
cured by holder or drawer. If the holder procured the 
certification the drawer is discharged anyway, and the 
bank has made its liability absolute. It can therefore 
be said definitely that payment can never be stopped 
on a check which has been certified by the holder. 
Times Sq. Automobile Co. v. Rutherford Natl.. Bank, 
77 N. J. L. 649. The rule is. substantially the same 


(Continued on Page 40) 
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Credit Management Problems 
How Can the Credit Man Appraise His Own Efficiency ? 


by ALBERT F. CHAPIN 


euieun of Finance, New York University 


exploring. Credit managers choose between the 

good and the bad risks but many do but little to 

develop accounts and many abandon an account 
when it becomes stagnant instead of working to revital- 
ize it. Often a credit manager, given an opportunity to 
investigate and. analyze a customer’s business, could 
put his finger on its trouble. The subject’s own manage- 
ment may not be able to see the forest because of the 
trees. The credit manager has no fixation, which may 
be the affliction of the customer’s management, and so 
may correct troubles which the management either does 
not recognize or has not the energy and fortitude to 
remedy. This field of trouble shooting requires real 
ability, experience and training. 


= There is a field in credit work which needs further 
M 


Wider Education and Training 


Business management might well raise the question as 
to the education and training of the credit department 
personnel. Too often the personnel is merely trained 
to a routine, but not educated as to business problems ; 
trained to follow ratings and to be guided by the experi- 
ence and advice of others but with little ability to make 
an independent investigation and appraisal of a credit 
risk. Too often young men selected for cerdit work 
have no knowledge of law as it relates to credit trans- 
actions, but little knowledge of accounting and no 
knowledge of economics. By economics is not meant 
such questions the the theory of rent or the difference 
between price and value but the everyday common prob- 
lems of business. 

A good credit man should make a good business 
man. He is constantly appraising business men and 
their achievements. He should be able to avoid dangers 
which many business men can know of only through 
experience. 

In analyzing a financial statement, young credit men 
are advised to imagine themselves the treasurer of the 
subject concern. Where is the money coming from and 
how must it be used to finance the business? The dif- 
ficult thing for a student is to see this problem. He can- 
not see the solution because he does not see the prob- 
lem. Each customer—each business is a separate prob- 
lem. Businesses have an individuality. While they may 
fall into fairly distinct patterns, no two are exactly alike. 
The good credit manager recognizes his customer’s 
needs and tries to adjust his service to it. 

The credit manager must be thoroughly familiar with 
his industry. Particularly should he know how his cus- 
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tomer operates, how much capital is required to run the 
business, how much sales are necessary to cover fixed 
expenses and leave at least a living for the owner, how 
the financial position is affected by seasonal bulges and 
depressions, how much of the seller’s goods the customer 
can safely handle. When a customer is oversold, rarely 
can the account be called a first-class receivable. 

The best way to know an industry is to get out in it. 
Talk with customers and discuss their problems with 
them. In no other way can a credit manager so quickly 
broaden his knowledge of his industry and qualify him- 
self for the recognition and standing which the credit 
function merits. 


To sum up thus far—credit managers should: 


Have a full realization of the part credit plays in 
business ; 


Not confine themselves to routine; 
Be not merely diagnosticians but prescribing doctors ; 


Be sure information files are complete and up to date 
and an efficient personnel to interpret them; 


And know their own industry thoroughly. 


Preparation, education and experience founded on 
good native ability will solve the problem of proper rank- 
ing for credit management. 


Credit Department Efficiency 


One serious problem which very personally concerns 
the credit manager is to get a true appraisal of the 
efficiency with which his department operates. In all 
too many businesses the credit manager is rated solely 
on his record of bad debt losses. This may be most 
unfair, It is my opinion, which will be elaborated a 
little later, that bad debt losses of many businesses, in 
normal times, are too small. The cost of a credit depart- 
ment depends upon the class of customers the house 
sells as well as upon the efficiency of its credit depart- 
ment personnel. Some houses may be able to take the 
cream of the market and some may be confined to sec- 
ond, third and fourth class customers. Bad debts are 
tangible and they emphasize themselves. But they do 
not even accurately measure loss for they include both 
a percentage of overhead and net profit. The credit de- 


partment is charged not only with actual loss but with 
loss of profit as well. 


There is no definite appraisal of a credit manager’s 
skill in successfully handling difficult and risky accounts. 
But that skill should be considered in the appraisal of 
the department’s efficiency. It is impossible to determine 
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Letter to the Editor 


Re: Is Credit Man a Misnomer 

I read with considerable interest the above- 
captioned article by Francis J. McDermott in your 
October issue and heartily concur with his opinion 
in connection therewith. 

His suggestion for a change of title of what is 
now known as “Credit Man” is excellent. Per- 
sonally I favor the title he mentions of “Credit 
Promotion Manager.” It occurs to me that per- 
haps a suitable, as well as meaningful, title would 
be “Credit Counsellor,” and I just pass the thought 
along to you for what ‘it may be worth. 

Why not ask your readers for an expression of 
their views on the subject? It should arouse a 
bit of interest and be of value in determining the 
thinking of the credit fraternity on this important 
point. 

Cordially yours, 
A. C. HETHERLIN, Credit Manager, 
SUPERBA CRAVATS, Rochester, N. Y. 


definitely just how much net profit has been affected by 
credit department operations but that, and not merely 
bad debt losses, is the true appraisal of the credit man. 

Credit managers should not feel they are on the 
defensive when bad debts are mentioned. Some credit 
losses, but not all, are the result of the credit man’s 
mistakes. Risks are recognized and deliberately taken. 
As long as business is conducted on credit there will 
be credit losses. Fewer losses can be achieved by pre- 
venting some business ventures from ever starting. 
Credit risk might be said to have a range from almost 
zero to 100%. No credit manager wants to take the 
100% risk and all would like to sell only the near zero 
risks. 


Business Should Be Classified 


Let us suppose businesses could be accurately classi- 
fied according to risk. Suppose in Class I there are no 
failures but of our Class IV, 30 out of 1,000 will fail. 
Of course, the credit manager cannot know which 30 of 
the 1,000 will fail, so the question to decide is whether 
there is enough profit in the 970 who do not fail to 
cover the loss of the 30 who do. Perhaps there is not 
enough margin of profit in your sales to justify selling 
this class, but undoubtedly there are vendors who could 
sell these 1,000 accounts with profit. This class is an 
acceptable risk for certain creditors while not for others. 

To reduce their credit losses, therefore, it would be 
necessary for credit men more accurately to classify 
businesses as credit risks. If this were possible many 
failures would be averted for the simple reason that no 


credit could be obtained from any source by'the greatest. 


risks and the enterprise would never be launched or 
credit would be shut off as soon as the risk had fallen 
into a class undesirable to all creditors. 

According to this thesis, in these classified accounts 
the risk gets greater and greater. Where to stop selling? 
In practice, credit men draw their lines so that the 
average bad debt loss percentage for manufacturers and 
wholesalers is probably less than %4% in normal times. 
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It is not certain this is an ideal average percentage but 
it is certain individual businesses exist whose bad debt 
losses are too low as well as some whose losses are too 
high. Credit managers need to review their credit policy 
and their credit practice to be sure that in their practice 
they are following the policy which will result in maxi- 
mum sales and minimum losses which is merely another 
way of saying the greatest profit possible. 


The Collection Problem 


Most of you, no doubt, can remember when there 
was a collection problem. Credit managers should realize. 
the heyday of their lives is over. The collection problem 
will return, and, if I am correctly informed, it has al- 
ready reappeared. Just*as a concern may have too few 
bad debt losses, so too, I believe many a business has 
too few overdue accounts. The credit manager’s task 
is to evaluate and adjust collection effort. There is, 
theoretically, at any given time an ideal percentage 
of overdue accounts to receivables. But there is no 
way of actually determining what that ideal percent- 
age is. Credit managers should ask themselves two 
questions; first, if we drive any harder in our col- 
lection effort, will we drive away some customers 
or otherwise adversely affect good will? The second 
question is: suppose receivables can be reduced $10,000 
by more strenuous collection effort, is that $10,000 
capital worth what it will cost to get it? To have the 
continuous use of that $10,000 will require continual 
effort. And remember that it is the last $10,000 which is 
the most expensive $10,000 to collect. 


Risk and Profit 


A problem which many credit managers have never 
been able satisfactorily to resolve is how to weigh pos- 
sible risk against possible profit. Risk is an intangible 
which rarely can be definitely evaluated. But obviously, 
a risk that might be taken for a possible $500 profit 
might be unwarranted for a possible $5.00 profit. I do 
not have the answer but I DO have a couple of questions 
I want to pose for you. If net profit on sales is 2% and 
gross profit is 20%, which is required to recover a loss 
of $1,000, sales of $50,000 or sales of $5,000? 

Let me indicate some of the questions involved in the 
problem. Just what was the actual loss to the company? 
Was it $1,000 or $980 or $800 or some other sum? The 
answer involves fixed and variable costs. The $1,000 
may be divided into $800 for cost of goods, $20 net 
profit and $180 expenses. If the $180 is a fixed expense, 
that is, if the expenses of the business were not increased 
because of the $1,000 order, then the net profit is less- 
ened by only the cost of the goods, or $800. Conversely, 
if the $1,000 sale had been made and paid for, what 
effect would it have upon net profit? Would not net 
profit be just $200 more than it would have been with- 
out the sale? Now, if a 20% recovery should be made on 
the bad debt, then the actual loss would be reduced to 
$600. So we have as a result a possible $200 profit to 
balance against a possible $600 loss. When, then, should 
liberal risk be assumed and when should it not? This 
question may be more easily answered if put another 
way. Should risky business be taken if it is necessary to 
expand the business or increase the expenses? 
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Sentenced to 15 years of hard times! 


The judgment against the defendant swept away 





Weare all exposed to damage suits because of daily 


his savings and claimed a substantial part of his earn- 
ings for years to come. 

The crime? Well, it wasn’t a criminal act. It was 
a rainy day... pouring, windy. As he crossed the 
street his umbrella pierced the eye of another pedes- 
trian. ResultP Loss of eyesight . . . suit for stiff 


activities... because we own or rent a home, because 
we own a dog, go fishing, play golf. Every per- 
sonal insurance program should include a Hartford 
Comprehensive Personal Liability Policy for protec- 
tion against damage suit losses. It’s a ‘‘must!’’ You 
can get as much as $50,000 coverage for $13.50* a 





damages... 





Way under-insured! 


Too little insurance on home and con- 
tents presents a sorry picture to all 
concerned—home owner, agent and 
company. Thousands of policies have 
been revised upward in the light of 
present-day values . . . but thousands 
have not. How about yours? 


HARTFORD 


Writing practically all forms of insurance except personal life insurance 


and a heavy judgment. 
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Crime doesn’t pay the victim either 


Merchants need Hartford Storekeepers 
Burglary and Robbery insurance. It cov- 
ers holdup, burglary of safes, stocks of 
goods, damage done by burglars or rob- 
bers... all in one policy. 


FIRE INSURANCE COMPANY 
ACCIDENT ano INDEMNITY COMPANY 


LIVE STOCK INSURANCE COMPANY 
Hartford 15, Connecticut 


year... only $33.75 if you buy it for three years. 


*Single homes and apartments. 





Leave your worries here 


The man inside is in a position to pro- 
tect your home, business, savings... 
and he’s backed by the combined re- 
sources of the Hartfords. See him 
today! 








Writing Good Letters Better 
Brevity Apparently Is Still The Soul of Wit 


by ROY E. RODDY 
Assistant District Credit Manager, Armour & Co., Philadelphia 


“This is,’ thinks we to ourself, “a presumptuous 
title and it might be a tough one to make good on. 
wy We are probably sticking our neck out.” 

Over the years, we have read and written a lot 
of letters. Good, poor, and in between, all those letters 
if laid end to end would probably reach from here to 
way out yonder. Which reminds us of what someone 
once said about credit men—if they were all laid end 
to end it might be a good thing. That’s a joke, folks. 
(With apologies to you know who.) 

As a hedge against any saucers being sailed our way, 
we tell you now that we are not a letter-writing expert. 
We are no kind of expert. We are not even as well 
grounded in English as we might be. So, what we have 
to say is going to be, one little word after another, 
in as plain Americanese as we know. The difference 
between that and English is the same as between a 
Ford and a Rolls-Royce, which is very little. They both 
do the same thing but the Ford is commoner. 

A certain businessman has a slogan we like. Says he: 
“A stranger is only a friend we have never met.” If 
you don’t get the tie-in between that and what this is 

about, you will in a minute. Out in San Francisco is a 
- gentleman by the name of Owen Dibbern. Owen is not 
a friend of ours, but only because we have nevet met. 
We want to get that in the record now. A little later we 
are going to have to take a couple of cracks at him and 
when we do, if he reads this, we hope he remembers 
what we here set down. 


Now To Business 


What you have read so far is what we call prelimin- 
ary Palaver. Palaver means putting together a lot of 
words that say little and detour you nowhere. In this 
piece it serves a purpose, but in a business letter it is 
no good. You may get a little more of it here, but it 
will be strictly business. 

That talk our friend Owen Dibbern made in New 
York last May was printed in the August issue of 
Credit and Financial Management and we read it. 
“Owen,” thinks we, “you did well, and those letters of 
yours are alright. But you have Worditis.” 

Worditis means using two words where one will do, 
or ten where two would serve. It puts dead wood in 
letters. A chronic case of Worditis is good for one 
thing—it almost insures your being an expert Palaverer. 
Here is a random example of Palaver-Worditis: 

I have before me your esteemed favor of the 29th ult. 
(never mind if you don’t know what an ult is, we 
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don’t either) and in reply wish to state that according 
to our records blah blah blah - - - 

Folks, those 22 words say nothing and take you no- 
where. They are pure Palaver. What he had was a let- 
ter, not a favor; where he had it nobody cares. Nor is 
the reader interested in records. He wants to know 
something that should start being told with the first 
word of the first sentence. 


Use Short Words 


Here is something about words—short ones. Words 
with lots of syllables are made with affixes. Affixes are 
either prefixes or suffixes. People who should know 
say they mess up plain writing; the more there are the 
harder it is to'get. If you want to try a sample, read 
some government regulations, or legal writing. A five 
syllable word should be plenty long enough for anyone— 
personally, we think it is too long. You'll find a few in 
this piece, but most of them were used because we had 
no other way to tell you about them. How about six syl- 
lables and up? Well folks, we usually pull over and let 
them go by. We doubt if there is anything in this world 
important enough to need one of them; and if there is 
we think it should be broken down into a few little words 
and then looked at. 

(If you have got yourself a nice collection of ten 
(formerly five) dollar words, with affixes fore and aft, 
and like to use them whenever you can, maybe you better 
not read any more of this. We don’t think you are going 
to like it.) 


Polysyllabism Obfuscates 


Multi-syllable words are to be avoided wherever pos- 
sible; however, it should be recognized that the corre- 
spondent is not always in a position to spend the time and 
effort which would be required to reduce such words to 
plainer and more easily grasped terminology. It is the 
opinion of authorities, however, that such effort should 
be made where possible. This recommendation is not 
inconsistent with what has previously been written with 
reference to the use of unnecessary words. It may be 
finely drawn, but nevertheless, there is a distinction 
between the use of many long, involved or moribund 
words on the one hand, and the use of an equal number 
of short words, each of which express a clear and dis- 
tinct thought, on the other. Moreover, even if it should 
entail the use of a greater number of such short words 
to convey the desired message or information, this is 
not thought to be objectionable. 
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WHEREVER 


In clean, flowing lines and two-tone 
harmony, Burroughs style engineers 
have interpreted the inner perfection 
of the new Burroughs Electric Duplex 
Calculator . .. its ease of operation 
and sureness of figure control. 

Here is an instrument to lift the pride 
and quicken the spirit of the modern 
business girl... make deft hands more 
deft. Here, too, is the promise of other 


THERE'S BUSINESS THERE'S 


CREDIT AND FINANCIAL MANAGEMENT, November, 1947 


THERE’S A Vai Deity ON THE OFFICE FORCE 





Burroughs developments now in the 
making .. . of improvements and 
refinements that reflect the stepped-up 
tempo of Burroughs research in elec- 
tronics, metallurgy, chemistry and 
styling. 

Great things are going on at Burroughs 
... as this new Burroughs Calculator 
bears evidence. Burroughs Adding 
Machine Company, Detroit 32, Mich. 


Burroughs 
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You have just stumbled without warning through a 
P-W detour. (We won't do it again.) Pick yourself up 
and brush off while we translate: There are many big 
words that you can cut to one, two, or three little ones, 


if you take the trouble. And they will usually say as . : 


much and say it better. But don’t get this mixed up with 
what we just said about Worditis. We were talking then 
about big lazy words—here we refer to live little ones. 
If you_want to put talk in writing so it can be under- 
stood easily, use short words ; if necessary, more of them. 


Here’s Where the Trouble Lies 


Now, take that letter of Owen’s—the one he wrote 
the new customer. That is obviously a good letter. It 
did the job. The man liked it; he wrote and said so. 
Its excess wordage and (pardon us, Owen) somewhat 
stilted language could not hide its friendliness and sin- 
cerity. When we take a letter like that apart and try 
to show you how it could be made better we may be, as 
we said before, sticking out our neck. 

(Note to Editor: Of course it’s your business, but a 
reprint of that letter about here would save bother. On 
the other hand, if they are interested enough maybe 
we should let them dig it up for themselves. So just do 
as you like.) 

(Note to Author: We thought we might as well go 


ahead and paste it up there in the top right hand corner. 


Don’t mention it. No trouble at all.) 
To get back to Owen’s letter: It has four paragraphs, 


191 words, 301 syllables. The eight sentences average. 


about 24 words each—too long for easy reading. Here, 
by paragraphs is what it says: 

1. Nice $1200 first order. (Preliminary, no action. 
He must assume it was his order.) 

2. Thanks for the dope—saved work and possible 
delay. We OK’d it. (Action here, but he must 
assume it will be shipped and guess when. ) 

3. New distributor. Good. You have what it takes— 
good risk, too. (Best part of letter.) 

4. Happy days to us both. 

Now we make a switch to put facts and action first, 

like this: 

1. Order OK’d and on the way. Thanks. Appreciate 
advance credit dope. 

2. Same as (3) above. 

3. Here’s to you. 

Then pad the outline with little words and a few 

necessary big ones, so it reads easy: 

Dear Mr. Arnold: 

Your first order for $1200 worth of Pabco prod- 
ucts has been approved and is entered to ship from ° 
our factory in Pemberton, N. J.,; at once. Thanks 
very much. We liked your cooperation in giving 
Mr. Jones adequate credit information before you 
placed it. That greased the skids. 

We hear you are to be a new Pabco Floor Cover- 
ing distributor. That’s fine. You have the experi- 
ence, capital, and know-how to do a good job with 
it, we are sure. And, incidentally, that is why we 
consider you an excellent credit risk. 

We wish you success, and will do all we can to 
help insure a long, friendly, and worthwhile rela- 
tionship. 

Want to see a compartison of the two? Here it is— 


THE LETTER 


“Dear Mr. Arnold: 

A few days ago this office was very pleased 

to approve an initial order for approximately 
$1,200.00 worth of Pabco Products to be shipped 
from our Somerville, New Jersey, factory. 
’ This order was approved immediately because 
this department had for several days been in 
possession of information which you had sub- 
mitted directly to our District Manager, thus 
avoiding the necessity of going to outside chan- 
nels for such information as was needed. We 
wish to assure you that this department places 
great value on such cooperation. 

Our District Manager also informs us that you 
are to become a new Pabco Floor Covering dis- 
tributor. This is very pleasing news indeed, be- 
cause you have such a fine background of ex- 
perience in the floor covering field that future 
success should be well assured. As a matter of 
fact, you have the two principal elements which 
make up the success of any business—experience 
and sufficient capital. 

No one wishes you more success in your newly 
established enterprise than we do. It is the hope 
of this department that the order we have just 
approved is merely the first step toward a long 
career of a fine and profitable business relation- 
ship between your good company and ours. 

Cordially yours” 


word count does not include capitalized nouns or fig- 
ures. Below we have measured against the 3C rule for 
business letters. 


Owen’s Ours 
Paragraphs 4 3 
Words 191 100 
Syllables 301 138 
Sentences 8 9 
Avg. Sentence length, words 24 11 
Courteous? Yes Yes 
Clear ? Fairly Yes 
Concise? No Yes 


Here is what we think about that 3C rule: If you 
can’t be courteous and concise at the same time, don’t 
try to be concise. Never sacrifice courtesy for anything. 
If you do you may come up with a snappy letter—but 
get snapped back at. 


Well, What Do You Think? 


Maybe you'd like to check these two letters against 
the “you attitude.” That means talking from his, instead 
of your, side of the counter. 

Did you take note of that metaphor—the one about the 
skids? We don’t go much for them, but it seemed to 
fit. So we let it stay and if you don’t like it—well, we’re 
sorry. Anyhow, we aren't making a dime on this piece, 
and propose to say what we like. 

Outside of that, would you say this shortened letter 

‘(Continued on Page 40) 
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Uncle Sam’s Payroll 


Consolidated table of Federal personnel inside and outside continental United States 
employed by the executive agencies during August 1947 as compared with July 1947 


Department or Agency July August | Increase | Decrease 
Emergency War Agencies 
Office of Defense Transportation........... 92 Oe Behe cc wwe 1 
Office of Scientific Research and Developm’t 71 Re cdg ial 3 
Office of Selective Service Records........ 864 Ns gia 249 
Postwar Agencies 
Council of Economics Advisers............ 50 RIS! SEs Detter 
Office of Government Reports.............. 17 19 Beech aed 
Office of the Housing Expediter............ 7,084 We Toa ses fies 358 
Philippine Alien Property Administration. .. 122 134 Wee Ra ices mces 
U. S. Atomic Energy Commission.......... 4,105 Gone ey ak 136 
War Assets Administration................ 41,047 ee eta 2,846 
_ Independent Agencies 

American Battle Monuments Commission. . . 97 98 We, ii. was 
Bureau of the Budget..................... 565 581 We ht i553 
Civil Aeronautics Board................... 553 555 Baas 5 urns 
Civil Service Commission................. 3,434 ee i. sans 40 
Export-Import Bank of Washington......... 115 | RSS 
Federal Communications Commission... ... 1,332 fee tens 
Federal Deposit Insurance Corporation... ... 1,151 Bt eho 8 es 3 
Federal Power Commission............... 769 |. 7 eee 2 
Federal Security Agency.................. 32,807 PT oes 178 
Federal Trade Commission................ 590 Mr i eek 
Federal Works Agency.................... 23,478 3S ae 67 
General Accounting Office................. 10,483 Bog i x dss cas 202 
Government Printing Office............... 7,736 See. eS 115 
Housing and Home Finance Agency........ 14,042 WAY vsccc vow 770 
interstate Commerce Commission......... 2,271 2,281 ME cl ees 
Maritime Commission............. ea 7,984 Gite bis... 1,210 
National Advisory Committee for Aeronautics 5,919 ete fs ce. 77 
National Archives........................ 376 RS ee 
National Capital Housing Authority. .... . 279 BIS s. « v.va Sabena ts 
National Capital Park and Planning Com.. .. 18 ik af cet ties as 
National Gallery of Art.................... 309 Wee. so aks 1 
National Labor Relations ‘Board............ 821 826 eee. oiaecaia 
National Mediation Board................. 101 ee ass. aeae 3 
PI 2 ik Sidals nad ode vo 24,987 BE tie. edie. 316 
Railroad Retirement Board................ 2,794 2,831 SP hss Saiz hes 
Reconstruction Finance Corporation........ 7,622 |, 183 
Securities and Exchange Commission. ..... 1,162 1,172 tse san 
Smithsonian Institution................... 527 eh ely gaat 1 
Wate I oc oon vawn cscs scvees 232 BO Sk swe. 3 
Tax Court of the United States............. 125 Ss cis «ante 1 
Tennessee Valley Authority................ 14,716 14,920 OOP ss ccc, 
Veterans‘ Administration.................. 2i7,ave |: 246A |.......... 3,677 

Total, excluding War and Navy Departs... .| 1,224,660 | 1,190,060 299 34,899 
Net decrease, excluding War and Navy Depts.|..........).......... 34,/600 
TY I aoc cana cine cdse'guis’ oe 353,094 | 349,148 |.......... 3,946 

War Department 

Inside continental United States........... 349,929 | 352,790 OO te eee: 
Outside continental United States.......... 147,150 |. 139,512 |.......... 7,638 

Total, including War and Navy Depts.... .. 2,074,833 | 2,031,510 3,160 46,483 
Net decrease, including War and Navy Depts.|..........|.......... 43,323 
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TRUST RECEIPTS 


The Variations in their Legal Status 
By GEORGE B. McGOWAN 


Vice President, Corn Exchange Bank 
and Trust Company 


Many transactions 
are turned down 
daily which might 
be good business 
for the banker, if 
trust receipt infor- 
mation were more 
clearly understood 
and used. In this 
new book Mr. Mc- 
Gowan explains the 
subject so clearly 
that those who use. 
or could use, trust , 
receipts can readily understand how to ob- 
tain all advantages, consistent with the 
rights of others, which trust receipts can 
bring. Completely up-to-date, the volume 
is pointed with the latest court anes 


INSTALMENT 
MATHEMATICS HANDBOOK 


By MILAN V. AYRES 
Consulting Statistician 





Dependable source of systematic help and 
everyday reference for all those concerned 
with installment financing transactions. 
Covers all special and regular calculations; 
gives original tested formulas and com- 
plete derivations. No extensive mathema- 
tical knowledge required in its use. Ac- 
cepted as the authority in the field. 


|EXTENSION AGREEMENTS 
WITH DEBTORS 


By CARL B. EVERBERG 
of Cleveland Bar 


A manual of procedures and methods, sum- 
marizing many years of experience in help- 
ing financially distressed businesses get 
back into healthy condition. It will help 
the debtor facing a crisis to know quickly 
what he must do to avoid confiscation by 
creditors. Creditors with claims will find 
the book a practical guide for readjusting 
the distressed customer’s affairs, so as to 
save both claim and customer’s goodwill 
and future business. Avoids legalistic phra- 
seology. Attorneys for debtors, creditors, 
or committees will benefit by the forms of 
agreements selected, edited, and drafted. 
$3.50 


——- Use this form to order -——*> 


r 
| SEND me books checked below. After 5 days | 
| I will either remit price, plus postage, or 
return books. (We pay postage if check ac- | 
| companies order.) 

| O Trust Receipts, McGowan ....... $ 4.00 | 
| O Installment Math. Handb’k, Ayres 10.00 
0 Extension Agreements, Everberg ... 3.50 | 
! 
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NACM VIEWS ON TAX-FREE COOPERATIVES 


(Continued from Page 5) 


ness under an entirely different set of rules, reccgnized 
only by this new business order. 


Need for New Set of Rules 


Is the underlying philosophy really one of destruction 
of the profit system? Mr. Murray D. Lincoln, head of 
the Farm Bureau Cooperative, at Columbus, Ohio, has 
made very definite statements to that effect. If it is the 
intent of Congress to continue the subsidy favoring co- 
operatives and make possible their continued expansion 
from semi-monopolistic to monopolistic status, to aid in 
promoting the philosophy expressed by Mr. Murray D. 
Lincoln, to the end that private enterprise as we know it 
shall be destroyed, then in fairness an entirely new set 
of rules should be adopted so that fair play will be re- 
quired of every business enterprise. 

In reality what difference does it make how much we 
quibble over the terms “profits” or “earnings” or “over- 
charges” or “refunds” or “patronage earnings”? The 
results in the competitive field the philosophy and de- 
sign, the ultimate destruction of the American economic 
system, and, most important overall and yet perhaps the 
simpliest fair play in business and equity in the tax bur- 
den, are the issues that are of most concern to American 
citizens as well as the members of Congress. 

Mr. Martindale, President of the Van Camp Hard- 
ware and Iron Company, says: “The authority of Con- 
gress should intervene to eliminate subsidies, prefer- 
ential government loans, and special privileges through 
discriminatory exemptions to cooperatives engaged in 
business activities competitive to other taxpaying enter- 
prises, as it is manifestly unfair and undemocratic to’im- 
pose a burden on one for the aid and benefit of his com- 
petitor. 

“It has long been the practice for Congress to amend 
or repeal laws that have outlived their usefulness. Para- 
graphs 12 and 13 of Section 101 of the Internal Revenue 
Code have long ago outlived their usefulness. 

“They have already become more dangerous in their 
effect on our business economy than many other mat- 
ters with which the Congress and our Government have 


Aids To Statement Analysis 


(Continued from Page 11) 


were combined under the one heading of Selling, 
Gen’l. & Adm. Expense, to compare the changes in 
relation to Sales. 

The two graphs illustrated can further be reviewed 
together and at once the increase in Fixed Assets of 
90% with only increased Sales of 21%, will be ob- 
served. This naturally indicates that the reason for 
increase in Fixed Assets should be thoroughly investi- 
gated. Increased Sales is often reflected in an increase 
in Inventory which is shown here, etc. 

This method of comparing Profit & Loss State- 
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been much concerned. 

“The Congress under Section 102 of the Revenue 
Code imposes a penalty tax on corporations accumulat- 
ing surpluses beyond the needs of the business. The 
Bureau of Internal Revenue requests corporate taxpayers 
to state on their tax returns whether or not they had dis- 
tributed 70 per cent of their 1946 earnings, and if not, 
why not. It is not the effect of this revenue producing 
measure nor its intent that I question, but rather the 
ambiguity of thought that produces this section of the 
code and condones the exemption provisions of Section 
101 as it relates to cooperatives. 


Section 102 Affects Picture 


“Under Section 102 the Federal government says to 
taxpaying corporations, you must distribute so much of 
your earnings or suffer an additional penalty tax. At the 
same time the government allows exempt cooperative 
corporations to keep all of their income within their 
capital structure. Non-exempt cooperatives are accord- 
ed the same privileges for under liberal rulings of the 
Treasury Department the allocated income of a non- 
exempt cooperative is not considered income within the 
meaning of Section 102. Thus, the exemption provided 
cooperative corporations under Section 101 and the 
Treasury rulings in connection therewith actually en- 
courage these organizations to retain substantially all 
earnings within their capital structure. This is directly 
opposite of the intent of Section 102 which makes it 
necessary for regular corporations to distribute a size- 
able portion of earnings. 

“Our thinking officially is, I sincerely hope, along the 
line of preserving our present economy rather than per- 
mitting its destruction.” 

This statement typifies the thinking of the 27,500 ex- 
ecutives representeng the business enterprises that con- 
stitute the membership of the National Association of 
Credit Men. We recognize the challenge of the anoma- 
lous philosophy, protest government sponsorship of this 
destructive force, and ask remedial legislation by Con- 
gress, 


ments readily discloses whether Profits have kept pace 
with Sales, .if Cost of Goods Sold increased in relation 
to Sales and the same being true of Expenses. 

There are many uses for graphs in interpreting 
financial figures, depending greatly upon the ingenuity 
of the analyst. Very often they make discrepancies 
and trends not always readily noticeable, stand out, 
indicating what items should be watched or investigated. 
Analyses of this type are often of great value to execu- 
tives in making proper evaluations of their own busi- 
ness, as well as to credit men concerned with either 
banking or trade credit. It is again reiterated, however, 
that the actual figures must always be at hand when 
reviewing the graphs, otherwise a false conclusion 
might be arrived at. 
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~ All in the Point of View 


by PAUL J. VIALL 


Director, National Association of Credit Men 


one who strives for knowledge and wisdom as the tools for worthy 

advancement. All do not agree, and some may be in error, for the 

human factor is ever present. But out of the sum of living, out of 
accumulated experience, have grown great points of view which transcend 
the human span and stand as eternal beacons to inspire men’s souls. 

It was in 1896 in Toledo that there was convened, upon the invitation 
of two, just two, men of great vision and leadership, a group of approxi- 
mately 120 like-minded men who organized and launched “The Credit 
Fraternity of America’. 

They beckoned men to a tremendous change of point of view, for ‘those 
were still the days of “rugged individualism” in a decidedly unrefined sense 
of the term. It was far too generally true that men of power in business 
measured their stature by how ruthlessly, regardless of ethics, they could 
deal with competition, and the public welfare required the protection of 
Congress in the enactment of the first anti-trust law. Our country was 
reaching a degree of maturity after the then fabulous industrial develop- 
ments following the Civil War. The population had grown to seventy 
millions. Railways spanned the continent east to west and north to south. 
Business had grown beyond the capacities of the owners to do all things— 
the credit executive had emerged. There had been and there was tremen- 
dous expansion, but with it there was ruinous business mortality and 
credit loss, with too oft’ recurring boom and bust. 

Rugged individualism was a mark of the time, but I think the thing 
that brought men together with a new point of view at Toledo was, not 
condemnation of the individual, but realization that rapid development in 
so many fields over so vast a territory had left many voids, had given rise 
to many areas of bad ethics or no ethics, of bad laws or no laws, and a 
compelling recognition of a need for corrections. 

We of course know that their inspiration was beyond their time and 
that the imperfect work of intervening years leaves that provision of their 
constitution short of fulfillment. But growth of that original 120 individ- 
uals to more than 27,000 members in more than 120 local Credit Associa- 
tions throughout the nation is good support of their point of view, which, 
if not completely fulfilled, has found ample validation in the improvements 
of our banking and commercial laws, the fostering of education in credit 
and financial management, the establishment of credit and collection facili- 
ties, the conviction and punishment of more than 1700 commercial frauds, 
and the bringing to this day of a National Organization of keen intelligence, 
fine training, high moral concept, and a program as worthy of our hour 
as it is worthy of all those leaders of the past who contributed toward it. 

Without taking time to discuss here the detailed programs of our present 
facilities, I hold up to you the accomplishments of Our National Associa- 
tion of Credit Men as a challenge that merits our fullest possible support. 
Numbers do not mean everything, but it is an undeniable fact that our 
strength for further constructive accomplishment is multiplied by increased 
number of sound local Associations, by increased Association membership, 
and by increased membership participation in group meetings and in care- 
fully planned Association activities designed to give full coverage of indi- 
vidual interests, of community needs and of our fundamental objectives. 

I believe that our personal needs, the needs of business interests, and 
our collective needs commend this point of view. 

Mark Twain and a friend once sought to supplement their funds at a 
game of chance. As they came away, the poorer, from an expert lesson in 
the ancient game of poker, the dejected companion said, “Mark, I wish I 
never had learned to play that game”—his point of view—and Twain 
teplied, “I wish to goodness I had!” 

What is your point of view? 


" Points of View are held by everyone who thinks and acts, by every- 
® 
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If paper is to be as useful and valuable as 
it can be in modern business, it should be 
made of new cotton fibers. These long, tough 
fibers lend strength to paper and give it 
wearing qualities obtainable in no other way. 
That’s why all PARSONS papers are new 
cotton fiber papers. 


Cotton fiber record keeping papers — ledgers 
and bristols — with their brisk, clean, hard, 
smooth finishes are easier to work with and 
last far longer. Their superior writing and 
erasing qualities, their additional strength, 
durability and permanence more than make 
up for the additional cost of a fraction of a 
cent a piece. 

Wherever records on cards or sheets take a 
beating from use by hand or machine, you'll 
find cotton fiber paper. Even for records that 
are consulted or posted infrequently, it pays 
to use these strong, firm permanent papers. 


Here are PARSONS record papers and cards 


Scotch Linen Ledger, made in white, buff and blue , 
entirely of the best cotton and linen fibers. 

ae 5 —— Ledger, 100% cotton fibers in white 
and buff. 


Parsons Index Bristol, 100% cotton fibers in white 


and five colors. 


Defendum Ledger, 75% cotton fibers in white and 
three colors. 


Mercantile Record, 75% cotton fibers in white, 
buff and blue. 


Mechano Form Ledger, 50% cotton fibers in white 
and six colors. 


Mechano Form Index, 50% cotton fibers in white 
and six colors. 


Durable Ledger, 50% cotton fibers, in white and buff. 

Crest Ledger, 25% cotton fibers, in white and six 
colors, 

So for all your records, get the paper de- 

signed and engineered for modern business, 

PARSONS cotton fiber paper. 





Parsons Paper Company, Holyoke, Massachusetts 
© PPC, 1947 





25 


IMPROVING YOUR PROFESSIONAL STATUS 


tive is regarded as the qualified 

guardian of our nation’s finan- 

cial resources. His services 
are so useful to society, and of such 
a high order in the preservation of 
financial stability and integrity, that 
the public is becoming increasingly 
conscious of the professional status 
of his work. The more comprehen- 
sive his preparation, the better for 
him and the more certain he can be 
of advancement to positions of 
greater responsibility. The broader 
his general education, the more in- 
telligent will be his understanding 
of the problems of his own organi- 
zation and of his customers. The 
competent credit executive is not 
created overnight nor can his pro- 
fessional training be completed in a 
few short weeks or months. 

The National Institute of Credit 
has developed its programs of study 
with a view to providing technical 
and professional preparation for ca- 
reers in credit and financial manage- 
ment for those on all levels of credit 
work, The Institute makes avail- 
able through its chapters, through 
correspondence study and in co- 
operation with colleges and univer- 
sities, courses of study especially 
adapted to the needs of employed 
men and women who wish to use 
their leisure time for professional 
self-improvement. 


= The competent credit execu- 
= 


Changes in Regulations 


The specific attention of all those 
engaged in credit work is called to 
significant changes that have been 
made in the regulations of the Na- 
tional Institute of Credit concerning 
the requirements for obtaining the 
Associate and the Fellow Awards. 
Before May 30, 1946, the require- 
ments stipulated the completion of 
four semester courses, or a mini- 
mum of 120 instruction hours, for 
the Associate Award. Four addi- 
tional semester courses with a mini- 
mum of 120 instruction hours were 
required for the Fellow Award. 

Effective on September 1, 1946, 
all new students enrolling in the 
Institute for the first time became 
subject to the requirements of the 
new program which necessitates the 
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by DR. CARL D. SMITH 


Director of Education 


National Association of Credit Men 


completion of six semester courses 
or their equivalent and, in addition, 
the passing of a general qualifying 
problem examination set by the Na- 
tional Institute of Credit. The 
presentation of evidence of at least 
three years’ work experience in 
credit, sales, accounting, financial or 
general office functions is also neces- 
sary. The Fellow Award require- 
ment is in addition to that for the 
Associate Award and calls for the 
completion of ten semester courses 
or their equivalent. Candidates for 
the Fellow Award are also required 
to pass a comprehensive problem 
examination set and given by the 
National Institute of Credit, and to 
present evidence of at least six 
years’ practical experience of which 
three years may have been offered 
for the Associate Award. 


Still Time to Qualify 


For the benefit of any credit men 
or women who may have begun a 
program of study before May 30, 
1946, with a view to qualifying for 
either the Association or the Fellow 
Award, or both, such persons are 
privileged to complete the require- 
ments for an award on the old pro- 
gram basis provided they do so not 
later than August 31, 1948. It is 
necessary, however, that the require- 
ments for the Associate Award be 
fully »met either before or simul- 


taneously with meeting the require- . 


ments for the Fellow Award. 

The National Institute of Credit 
has eliminated the 50% instruction 
rule by which it was obligatory that 
candidates for the awards must have 
completed at least 50% of the pro- 
gram requirements in a chapter of 
the Institute after they became offi- 
cially enrolled as a student in the 
Institute. This rule no longer holds 
as a National requirement but the 
officials of a chapter may require, 


if deemed advisable, that the student 
complete all or part of the program 
requirements in that chapter. 

Those interested in obtaining an 
award on the old program basis 
should determine what courses they 
need to complete and enroll for those 
courses at once. If college or uni- 
versity work has been taken in prior 
years and credit has not been ob- 
tained for that work toward an 
award, an official transcript of 
record should be obtained from the 
college or university in which the 
work was taken. This transcript 
should be sent to the Director of 
Education of the National Institute 
of Credit, One Park Avenue, New 
York 16, N. Y., for evaluation. As 
soon as the evaluation is made, a 
communication will be sent indicat- 
ing the amount of work necessary 
to meet the award requirements. It 
should be clear, however, that 
awards cannot be made on the old 
program basis except to students. 
who were registered in the Institute 
prior to May 30, 1946. All others. 
must qualify on the new program 
basis which is fully described in the 
current catalog of the Institute, a 
copy of which may be obtained upon 
request. 


Chicago Survey 
Shows Increasing 
Payment Slowness 


Chicago: A survey of 261,358 accounts. 
conducted by the Chicago Association of 
Credit Men has demonstrated a need for 
greater caution in the months to come. 

Of this number 10.5% were past due 
at the time of the survey, 33.8% were 
paying on time and 55.7% were dis- 
counting. 

Each company replying to the survey 
was classified as selling to retailers only, 
to wholesalers and distributors, and to in- 
dustrials. Past due accounts of fetailers. 
and wholesalers were about the same 
percentage, while, reports on industrials’ 
made the best showing. 

The figures for the three classifications- 
were as follows: Pay 
Accounts Discounting When Due Past Due 
Retail 92,036 62,917 y 

52.9% 36% 11.1% 
Wholesale 89,720 51,501 17,498 
56.5% 32.4% 11.1% 
63,483 55,087 12,380 
48.5% 42.1% 9.4% 


Industrial 
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Federal Reserve 
Warns Against 
Relaxing Terms 


(From a Federal Reserve Bulletin) 


The instalment credit controls 
n exercised by the Board of 
ly Governors of the Federal Re- 
serve System under Regula- 
tion W, pursuant to Executive 
Order No. 8843, ceased to be opera- 
tive after November 1, 1947, in ac- 
cordance with the resolution of 
Congress approved on August 8, 
1947. 
Notwithstanding Regulation W 


and continued shortages particularly - 


of consumers’ durable goods, instal- 
ment credit, on which the regulation 
has been focused, has expanded by 
more than three billion dollars since 
the end of the war. Even this is too 
rapid a rate of growth under the 
prevailing inflationary conditions. 
Experience has shown that rapid 
and excessive expansion of this type 
of credit is followed by a sharp re- 
versal, thus contributing greatly to 
economic instability. 

As has been stated by the Presi- 
dent, “it will be in the public inter- 
est for every merchant and financial 
agency extending instalment credit 
to avoid undue relaxation of terms. 
It will be far better to reduce prices 
rather than to relax terms in seeking 
new customers. Self-restraint on 
the part of those who use credit as 
well as on the part of those who ex- 
tend it will reduce the danger of an 
over-expansion of instalment credit 
which would inevitably be followed 
by severe contraction, thereby con- 
tributing to unemployment and _re- 
duced production.” 

The primary responsibility for 
avoiding excesses now rests upon 
the lenders and vendors who have 
been subject to the Regulation. 
Their interest and that of the nation 
will be served best if they refrain 
from taking undue advantage of the 
end of the Regulation. The Board 
of Governors urges all who partici- 
pate in the extension of instalment 
credit to recognize and do all within 
their power to avert through self- 
imposed restraints the dangers in- 
herent in easy terms that result in 
overexpansion of consumers’ instal- 
ment credit. 





CAN indispensable part 
of our free enterprise system, insurance 
has helped build industrial America 
by protecting both business concerns and 


individuals from financial loss. 


U.S.F.& G. 


UNITED STATES FIDELITY & GUARANTY CO. 





FIDELITY & GUARANTY INSURANCE CORPORATION 
HOME OFFICE: BALTIMORE 3, MD. 


Consult your insurance agent or broker 


as you would your doctor or lawyer. 
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Consumer Credit Problems Return 


Extreme Caution Is Needed In Liberalizing Terms 


consumer credit, as measured 
by total consumer debt out- 
standing at the end of the 
month, set an all-time record for 
the fourth consecutive month. Since 
December 1946, the amount of con- 
sumer debt outstanding at the end 
of each month has exceeded that 
of the corresponding month for any 
preceding year on record. The fig- 
ures for December 1946 and March, 
April, May and June 1947, each ex- 
ceeded the previous all-time peak of 
September 1941. According to pre- 
liminary estimates released by the 
Board of Governors of the Federal 
Reserve System, total consumer debt 
outstanding at the end of June 1947 
stood at $10.9 billion. This was 110 
per cent above the corresponding 
month for 1944, the lowest wartime 
year, and 10 per cent above June 
1941, the highest prewar year. 
Total consumer credit reached a 
predepression high of slightly less 
than $8 billion at the close of 1929, 
and declined steadily to a depression 
low of slightly less than $4 billion in 
July 1933. From this point, it grad- 
ually increased, reaching a prewar 
peak of slightly above $10 billion in 
September 1941. Throughout the 
entire period 1929 to 1941, in- 
clusive, total consumer credit re- 
mained closely related to disposable 
income of all individuals, rising 
somewhat more rapidly than dis- 
posable income during periods of 
growth, and falling somewhat more 
rapidly during periods of recession. 
In general, it constituted between 
8 and 12 per cent of total annual 
disposable income. After September 
1941, this relationship between total 
consumer credit and disposable in- 
come was not maintained. 
Federal regulation of consumer 
credit was first provided by adop- 


2 At the end of June 1947, total 
w 
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by HARRY W. KETCHUM 


' Marketing Division, Office of Domestic Commerce, 


U. S. Department of Commerce 


During the past 21 months con- 
sumer credit has expanded more 
rapidly than during any previous re- 
corded period. However, it had fallen 
to such a low level during the war 
that in spite of this unprecedented 
rise, the level today, in relation to the 
volume of business activity, is still 
below that of prewar years. 

This sharp rise in consumer credit 
has resulted in the return of credit 
problems for many retail establish- 
ments and lending agencies, and the 
outlook for future expansion indi- 
cates that such problems may grow 
in magnitude. 


tion in the fall of 1941 of Regula- 
tion W, which was strengthened in 
the spring of 1942. In brief, this 
regulation provided that charge- 
account credits be paid up by the 
tenth of the second calendar month 
following purchase, that installment 
credits not have a maturity of more 
than 12 months (15 months in the 
case of automobiles), and that for 
installment purchases of certain list- 
ed articles and loans to make such 
purchases, the down payment could 
not be less than one-third (20 per 
cent for furniture). 

From the September 1941 pre- 
war peak, consumer credit fell rap- 
idly, reaching a low of less than $5 
billion in February 1944, At this 
point it represented less than 4 per 
cent of total annual disposable income 
of all individuals, compared with 
11 per cent in December 1941. 
This sharp decline resulted from 
the restrictions incorporated in Reg- 
ulation W, the short supply of con- 
sumers’ durable goods during the 
wartime years, many of which nor- 
mally are sold on installment credit, 
and the emphasis on wartime saving 
and purchase of bonds. 


Increase Begun 


During the period February 1944 
(the wartime low) to September 


1945, consumer credit increased 
slightly, but from September 1945 to 
date, it has increased at a more rapid 
rate than ever before recorded. This 
resulted in part from a liberaliza- 
tion of the provisions of Regulation 
W. The _ regulation was first 
changed in October 1945, At this 
time restrictions were removed on 
home-repair and home-improvement 
credits, and the maturity of ‘con- 
sumer loans, except for the purpose 
of purchasing consumer durable 
goods, was lengthened from 12 to 
18 months. (Reduced to 15 months 
in September 1946.) In December 
1946, the regulation was again lib- 
eralized, by withdrawing its effect 
from open-account credits, and con- 
fining its provisions to installment 
credit, centering it on purchases of 
major durable goods. 

Just as the sharp reduction in the 
use of consumer credit during the 
period from September 1941 to 
March 1944 reflected in part the re- 
duction in the availability of con- 
sumers’ durable goods, similarly the 
sharp rise in consumer credit during 
the past 21 months has reflected a 
postwar shift back to consumers’ 
durables, as the supply has slowly 
increased, 


Level Below Normal 


However, it should be noted 
that recent increases in installment 
credit, although large in percentage, 
since this form of credit has fallen 
to such a low level, have not as yet 
offset the wartime reduction. This 
is evidenced by the fact that while 
total installment debt outstanding at 
the end ‘of June 1947 was still 20 
per cent below June 1941, single 
payment loans had increased 43 per 
cent, service credit 50 per cent, and 
charge account credit, 83 per cent. 
In the event that all other forms of 
consumer credit remained at their 
present level, and installment debt 
increased to the same relationship 
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it bore to total consumer credit at 
the close of 1941, total consumer 
credit outstanding would he ap- 
proximately $15 billion. 

The rapid increase in .consumer 
credit during the past 21 months is 
shown in chart I. Total, consumer 
credit outstanding, end of year, 
from 1929 to 1946 with a break- 


down of major classifications is | 
shown in chart II. Comparative fig- | 


ures and percentage changes as of 


the end of June 1941, 1944, 1946, | 


and 1947 are summarized in the 
table. 

The level of total consumer credit 
at present is still considerably below 
prewar normal, on the basis of its 
relationship to total disposable in- 
come of individuals. As_ stated 
above, during the period 1929 to 
1941 total consumer debt outstand- 
ing amounted to 8 to 12 per cent 
each year, or approximately 10 per 
cent on the average for the entire 
period. Recent estimates by the 
Office of Business Economics of the 
Department of Commerce place cur- 
rent disposable income of all indi- 
viduals at an annual rate of approxi- 
mately $170 billion. Total consumer 
debt outstanding at the end of June 
constituted only 6 per cent of this 
figure. To state it in another way, 
if total consumer debt outstanding 


today represented the same relation- | 


ship to disposable income as it did 
in general during the prewar period, 
it would be in the neighborhood of 
$17 billion, rather than slightly 
above $10.9 billion. 


Expansion May Continue 


Expressed in terms of its rela- 
tionship to total consumer expendi- 
tures, the volume of consumer credit 
also appears below prewar normal. 
Total consumer expenditures during 
1946 amounted to approximately 70 
per cent more than the volume for 


1941. Had total consumer debt out- | 


standing increased by the same per- 
centage, it would have reached ap- 
proximately $16 billion at the end 








of 1946, rather than slightly below | 


$10 billion as estimated. 

This analysis would tend to indi- 
cate that the rapid expansion of con- 
sumer credit during the past 21 
months may be expected to continue 
if installment credit resumes its for- 
mer proportion to total consumer 
credit and if the prewar relation- 
ship of total consumer credit to dis- 





bod Zk Z on New Book 


May Save Your Company THOUSANDS OF DOLLARS 


in the Next 12 Months 


ODAY it is vitally important for your 

business to have a sound credit policy. 
Credit losses are climbing, and no one 
knows how far this trend will go. It’s time 
to watch your receivables. 


“HOW TO PLAN CREDIT POLICY” 
was written to give business men the 
information they need to meet these 
current conditions. This book shows, with 
actual case histories, the procedure by 
which shaky accounts can often be detec- 
ted before they become delinquent. It 
outlines the methods whereby executives 
can avoid squandering their time . . . by 
formulating policy rather than executing 
credit details. It explains the basic prin- 
ciples of all credit policy. 


American 


Credit Insurance 


Pays you when 
your customers can*t 


Finally, ‘HOW TO PLAN CREDIT 
POLICY” tells, with charts and examples, 
how the MINMAX Principle of Credit 
Control, accomplished through Credit 
Insurance, permits accurate budget calcu- 
lation . . . provides freedom from unex- 
pected credit losses and prevents an 
excessive number of delinquent accounts, 
thus safeguarding both your working 
capital and your profit. 


We will be glad to send you “HOW TO 
PLAN CREDIT POLICY” without cost 
or obligation. Write for your copy today. 
Address: American Credit Indemnity Co. 
of New York, Dept. 47, Baltimore 2, Md. 
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posable income and retail sales is 
restored. A continuing increase in 
the availability of consumer durable 
goods may be expected to result in 
an increase in installment sales 
especially after the termination of 
Regulation W on November 1, 
1947. 


Many Problems Arise 


The recent and current expansion 
of consumer credit has resulted in 
many problems for the credit execu- 
tives in retail establishments and for 
commercial banks, small loan com- 
panies, industrial banks and loan 
companies, credit unions, and other 
lending companies. Prospects for 
continued credit expansion indicate 
that these problems may increase in 
magnitude during the months ahead. 

The most important credit decision 
to be made by any retail establish- 
ment is whether or not to adopt a 
credit system, and if so, the degree of 
emphasis to be given to credit sales 
as a part of total operations. Em- 
phasis on credit sales may range from 
that of companies which accept only 
a limited number of credit customers 
on a highly selective basis, to those 
which place almost complete em- 
phasis upon credit sales. Many retail 
establishments, organized during the 
past few years in trades which gen- 
erally extend credit, have been able 
to obtain sufficient business on a 
cash basis. However, increasing com- 
petition in coming months mav force 
such establishments to adopt some 
form of credit plan as a method of 
maintaining sales volume. These 
establishments will be forced to 
enter a new field of merchandising 
effort. 


Types of Credit Services 


Once the decision to adopt a credit 
plan has been made, it is necessary to 
determine the type of service to be 
offered, the method of credit analysis 


to be employed, limitations, amount” 


of down payment, length of time for 
payment, collection policies, and 
other features of the plan. The kinds 
and variety of.credit systems that 
have been successfully developed: by 
retail establishments are many and 
varied.. In the department store field, 
for example, almost a dozen different 
types of credit:plans are in operation. 
These include extended payment 
plans, budget plans, revolving credit 
plans, with and without service or 
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carrying charges, as well as certifi- 
cate and coupon arrangements. The 
important consideration in the adop- 
tion of any credit system, designed 
to increase sales volume, should be 
the cost involved in relation to the 
possible added volume—in other 
words, the probable net contribution 
to net profit. 

It has long been recognized in the 
retail field that the provision of ef- 
fective services, including credit, is a 
builder of volume sales, Neverthe- 
less, the costs involved in the provi- 
sion of services can be justified only 
to the extent that the added volume 
contributes to the total dollars of net 
profit, after full provision for added 
costs. Credit executives should take 
the lead in demonstrating the extent 
to which sales volume resulting from 
credit sales covers the additional 
costs involved in granting the credit, 
and the extent to which the added 
sales result in a contribution to dollar 
profit. 


During the war, many merchants 
were able to maintain low costs ex- 
pressed as a percentage of sales, by 
increasing volume while reducing 
services, including credit sales. With 
the return of a buyer’s market, it will 
be increasingly difficult to maintain 
volume without restoring services 
which were reduced during the war. 
In some cases, this problem has been 
met by instituting a charge for serv- 
ices. A service or carrying charge 
for credit sales has the effect of pro- 
viding that the cost or part of the 
cost of credit extensions be absorbed 
by the persons who use the service. 
Such charges, however, often prove 
to be a deterrent to credit sales. A 


variation to this plan which might be 
more acceptable would be the pro- 
vision of a discount for cash sales, 
the cost of credit extensions being 
covered by the original price. 


Greatest Danger 

Perhaps the greatest danger in the 
consumer credit picture today is the 
possibility of overextension and over- 
buying, which is normal after a 
period of high income and heavy 
spending. It is quite likely that per- 
sons who had high wartime incomes 
that they no longer enjoy, may at- 
tempt to maintain their wartime 
standards of living by resort to credit 
purchases. Excessive liberalization 
of credit terms resulting from in- 
tense competition for credit sales 
might lead to substantial credit 
losses, and an increase in the costs 
of extending credit which would 
more than offset the profit from 
sales made on extremely liberal 
terms. 

In most lines, it is probable that 
credit risk’ and losses are propor- 
tionally greater as the size of the 
down payment is reduced and the 
length of the credit period is ex- 
tended. This was clearly demon- 
strated by a study of the experiences 
of the General Motors Acceptance 
Corp., based on repossessions during 
the late thirties. The development 
of methods of effectivecredit ana- 
lysis, controls, and collection policies 
will be extremely important in future 
months, especially for businesses that 
have not previously operated a credit 
plan. 

In general, consumer credit acts as 
a facilitating agent in the distribu- 


Total Consumer Debt Outstanding—End of June 1941, 1944, 1946, 1947 


(Millions of do‘lars) 


June 1947 


June 1944 
(wartime low) 


Percentage increase June 


June 
1946 


Total consumer debt 
Total installment debt 
Sales credit 
Automobile 


Loans 
Single payment loans! 
Charge accounts 
Service credit 


over— 1941 
(pre- 
war 
Percent} high) 
decrease 


Amount] from 
1941 


June | June 
1944 1941 


110.0 10.1 | $7,905 
166.9 | —20.5 | 2,902 
—49.6 | 1,035 

—61.3 336 

—34.5 699 

1,867 

1,846 

. < 2,327 
22.2 |° s 830 


$5,184 


/ Includes repair and modernization loans incurred by the Federal Housing Administration. 
! Noninstallment consumer loans (single-payment loans of commercial banks and pawnbrokers). 


Source: Board of Governors of the Federal Reserve System (all figures for June 1947 are preliminary). 
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tion of goods and services. Open ac- 
counts constitute a convenience for 
purchasers who buy regularly on ac- 
count and make their remittances 
monthly or at other regular intervals. 
Installment sales, single payment 
loans, and loans repayable on install- 
ment all provide a method of pur- 
chasing high unit price goods in an- 
ticipation of regular income from 
which such credit may be liquidated. 
Purchases of this type move forward 
the date upon which such sales are 
entered in retailers’ books, and the 
date upon which the purchaser re- 
ceives possession of the goods. In the 
aggregate, however, such credit, ex- 
cept during periods of contraction or 
expansion in the total amount used, 
does not alter the level of total pur- 
chasing power, since current ex- 
penditures based upon credit exten- 
sions are offset by current payments 
which reduce current purchasing 
power a corresponding amount. 
During periods of credit contrac- 
tion, however, repayments in excess 
of current credit extensions con- 
stitute a reduction in purchasing 
power, a deterrent to business ac- 
tivity, and a counterinflationary or 
deflationary factor. The adoption of 
Regulation W was based in part 


upon this consideration. On the. 


other hand, during the period of 
initial credit extension, or periods 
of expansion in credit, purchases 
based on credit in excess of current 
repayments constitute an addition 
to purchasing power, a stimulant to 
business activity and an inflationary 
factor. 

The rapid expansion of consumer 
credit during the past 21 months 
has had this effect, and further ex- 
pansion will act in the same manner. 

The need for price stability today 
emphasizes the danger of too rapid 
or too great an expansion of total 
consumer credit. Merchants and 
lending institutions alike should use 
the utmost caution in liberalizing 
credit terms. 


~LAST CALL 


Save money by getting your copy of 
the CREDIT MANUAL of Commercial 
Laws while the pre-publication price 
is still available. 


DEADLINE DECEMBER Ist. 
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For any sound business purpose 


If your business needs more money . . . for working 
capital or any other sound business purpose . . . investi- 
gate our Commercial Financing Plan. Learn how little 
money ‘costs ... how much more you can get... and how 
long you can use it, under Commercial Credit’s liberal, 
low-cost plan. Learn why manufacturers and wholesalers 
have used it to a total of more than ONE BILLION 
DOLLARS in the past five years .. . and why THREE 
TIMES as many firms have adopted it this year as did 
during the same period in 1945. 


“A BETTER WAY TO FINANCE YOUR BUSINESS” 
Send today for our book, ‘‘A Better Way to Finance Your Business." 
See why our plan gives you more money . . . and is more liberal, more 
flexible, more conducive to progress and profit. Just write or telephone 
nearest Commercial Credit Corporation office listed below. 


COMMERCIAL FINANCING DIVISIONS: Baltimore 2, New York 17, 
Chicago 6, Los Angeles 14, San Francisco 6, Portland 5, Ore. . . . and other local 


o es 
offices in more than 300 cities of the United States and Canada. 
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VERBUM SAPIENTI SATIS” 


Suppose two cars of identical make, 
in identical eaiialen. 
with drivers of identical ability, started to race 
at the identical moment, one powered with high test 


gasoline and the other with kerosene, which do you think would win? 


*A word to the wise is sufficient 


National Institute of Credit : 
One Park Avenue 
New York 16, New York 


Gentlemen: 


I am interested in your program of Credit and Financial Education by Correspondence. Please send me your 
1948-1947 Catalog. I am particularly interested in the course or courses checked below: 


....Economics ....Credit and Commercial Laws .... Office Management 
... Accounting ....Financial Statement Analysis .... Business Letters 
. Credits & Collections .... Applied Psychology ....Marketing Methods 
..Money and Credit ... .Financial Management 


Check if a veteran (....) 


VTA of AP OF decane 


CREDIT AND FINANCIAL MANAGEMENT, November, 1947 












About Credstt Leaders 


Ten Associations 
Go To Birmingham 
For Conference 


Birmingham : 
sociations met at Birmingham, Ala., on 
October 16th for the annual Southeastern 


Delegates from ten As- 


Credit Conference. The Alabama Asso- 
ciation of Credit Men, headquartered at 
Birmingham, was the host. 

The morning of Thursday, October 
16th, was occupied with registration. At 
3 P. M. the Southeastern Par Clearance 
Organization held a business meeting at 
which William C. Carter, Chairman of 
the Board and President of the Gulf Na- 
tional Bank, Gulfport, Miss., made an ad- 


dress on “Par Clearance and How to © 


Get it.” At the banquet in the evening 
Henry H. Heimann spoke on “Our New 
Credit Responsibilities.” 

Friday’s general session featured two 
talks. one—Research in the South—by 
Thomas W. Martin, President of the Ala- 
bama Power Company, the other—Credit 
Policies and Economic Fluctuations—by 
Dr. E. Q. Hawk, Professor of Economics 
at Birmingham-Southern College. 

After devoting the major portion of the 
afternoon to group meetings the delegates 
held a short general session after which 
the conference adjourned till next year. 


Tri-State Conference 


Calls On Credit Men 
To Fight Inflation 


Omaha: Two resolutions were passed 
at the Tri-State Conference held last 
month in Omaha, Nebraska. E. P. Kaut- 
zky, Vice-President of the Valley National 
Bank, Des Moines, Iowa, was chairman of 
the resolutions committee. The resolu- 
tions are as follows: 

1. Be it resolved that in view of the in- 
creasing tendency toward currency in- 
flation in this country, this Tri-State Con- 
ference encourages the credit fraternity 
to put forth every effort toward the curb- 
ing of this tendency by exerting a stabiliz- 
ing influence in their credit granting. 

2. Be it resolved that this Tri-State 
Conference requests the Secretary of the 
National Association of Credit Men to 
consult the National Board for its decision 
on a letter to every member of Congress, 
urging them to’ stop the depletion of our 
natural resources for the benefit of those 
countries who have similar resources but 
who are not willing to develop or use their 
resources for their own benefit. 
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Michigan Credit 
Men's Conference 
Held At Lansing 


Lansing: The Reo Club House, Lan- 
sing, Michigan, was the scene of the 
Michigan State Conference on October 
24th. A full day of discussion and enter- 
tainment was planned. 

The main address of the morning ses- 
sion was delivered by Howard J. Stod- 
dard, President of the Michigan National 
Bank, Lansing. His subject was “In- 
flation and Deflation.” Eugene E. Perrin, 
Dow Chemical Co., addressed the dele- 
gates at luncheon on “The Promises of 
Plastics Fulfilled.” 

During the afternoon two addresses 
were given, one by Joseph P. Van Blooys, 
CPA, on “Inventory Pricing,” the other 
on Community Property by Benjamin W. 
Wise, attorney of Kalamazoo. 

Dr. Carl D. Smith, Education Direc- 
tor, NACM,. spoke at the banquet. 


Community Property Gets 
Airing at Philadelphia 


Philadelphia: Credit Aspects of the 
Community Property Law of Pennsyl- 
vania was the subject discussed at the 
regular October luncheon meeting of the 
Credit Men’s Association of Eastern 
Pennsylvania on October 23rd. The 
meeting was sponsored by the education 
committee. 

The speaker was Sanford D. Beecher, 
member of the firm of Duane, Morris & 
Heckscher. He has made a special study 
of Federal tax legislation and is a well- 
known tax consultant. 


Louisville Credit 
Men Celebrate Their 


Golden Anniversary 


Louisville: The Louisville Credit Men’s 
Association celebrated its fiftieth anni- 
versary on October 18th with a dinner 
meeting in the ballroom of the Brown 
Hotel. In honor of the visiting credit 
women who were in Louisville for the 
credit women’s conference, the program 
committee chose an outstanding woman 
as the principal speaker—Ethel J. Alpen- 
fels of New York. 

Charles B. Rairdon, National Presi- 
dent, came from Toledo and extended 
greetings from the National Association 
of Credit Men. 


Association Activities 


Boston Is Scene 
of New England 


Credit Gathering 


Boston: The New England Credit Con- 
ference was held this year at the Hotel 
Somerset, Boston, with the Boston Asso- 
ciation as hosts to delegates from Provi- 
dence, Worcester, Springfield, New Ha- 
ven, Bridgeport, Waterbury and Hart- 
ford. The program arranged by the 
Speakers and Program committee, under 
the chairmanship of James N. Jones, 
Decatur Hopkins Co., was unusual in 
that, instead of consisting of general 
sessions followed by group meetings, it 
scheduled the group meetings first, so that 
when the delegates assembled for lunch 
they could continue right on with the 
general meeting. 

The delegates assembled on the evening 
of Monday; October 20th for registration, 
dancing and a floor show. The business 
got under way the following morning, 
and after a brief address of welcome 
by Osbon W. Bullen, General Credit 
Manager of Lever Brothers Co., Gen- 
eral Conference Chairman, the industry 
sessions began and continued all morning. 

The Mayor of Boston and the President 
of the Boston Chamber of Commerce 
brought greetings to the delegates at 
luncheon, at which also Clarence Francis, 
Chairman of the Board of General Foods 
Corporation, delivered an address on the 
World Food Situation and the Marshall 
Plan, which is reproduced elsewhere in 
this issue. 

Following the luncheon, R. H. Mark- 
ham, Foreign Editor of the Christian 
Science Monitor, spoke on Russia’s Con- 
flict with the World, and Dean William 
G. Sutcliffe, of the College of Business 
Administration, Boston University, fol- 
lowed with a talk on Incentives. 

The conference came to an end with 
the banquet in the evening, at which 
Henry H. Heimann spoke on Credit and 
Financial Problems Ahead. 


Detroit: The. Detroit Associa- 
tion of Credit Men held it annual 
stag party on October 29th at the 
Detroit Edison Boat Club.’ The 
purpose of the party was to give 


new members an opportunity of 
getting acquainted with those of 
longer standing. There was music, 
ping-pong, shuffleboard and so 
forth. 








Bank Credit Men 
Meet At Coronado 


For Convention 


Coronado, Calif.: The lifting of regu- 
lation W on November Ist does not mean 
the lid is off on credit buying. That was 
the consensus of bank credit executives 
from all parts of the country attending 
the annual convention of Robert Morris 
Associates. 

The subjects of installment buying and 
personal loans were not scheduled for 
discussion -before the entire convention 
-held here October 12 through October 
15, but were among the foremost subjects 
in small group discussions. 

The bankers are aware of the inflation- 
ary factors involved when the govern- 
ment steps out of the credit picture, but 
in the main declared that merchants 
would find no unwarranted change in 
their attitude when it comes to granting 
longer terms to finance installment sales. 


The necessity for a realistic viewpoint 
in the face of rising costs cannot be over- 
looked, one banker pointed out, in ex- 
plaining why longer terms may be war- 
ranted in some instances. Taking for 
example the prewar and postwar cost for 
a popular-priced automobile, he said that 
amprtization of the cost in 18 monthly 
payments at $100 a month would bite out 
one-third of many buyers’ wages. The 
sale of cars to people in such income 
brackets would call for longer terms. 


Checks on inflationary tendencies were 
seen in the normal restraint the majority 
of consumers would exercise to keep 
from going over their heads, the re- 
straints the banks would apply where 
they were lacking in the loan applicant 
and the prudent stand many banks would 
take in increasing capitalization to handle 
the larger dollar volume of loans. Using 


the same popular-priced automobile for , 


example, it was pointed out that a bank 
would have to have virtually twice its 
prewar Capitalization to finance the same 
number of automobiles today that it did 
before the war. Some banks were said 
to consider such capitalization increases 
inadvisable. 

No change in the present policies on 
personal loans was anticipated by the 
credit executives. An interesting side- 
light on the expiration of regulation W 
came with the sigh of relief heard from 


a Federal Reserve Bank official, who ~ 


preferred to remain anonymous. Re- 
sponsible for implementing the regula- 
tion, the district banks can call legions 
of men “off the road” and thereby solve 
some of their manpower shortages in 
other activities. 

Officers elected at the concluding ses- 
sion were: Arthur L. Moler, of the Fifth 
Third Union Trust Co., Cincinnati, presi- 
dent; Walter L. Rehfeld, of Mercantile- 
Commerce Bank & Trust Co., St. Louis, 
vice president; and re-elected secretary- 
treasurer was Raymond W. Dunning. 


One of the principal purposes of the 
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annual meeting of the bank credit execu- 
tives who exchange information with each 
other throughout the year was to see and 
talk to each other face to face. At one 
of the few meetings devoted to speeches, 
the bankers heard motion picture pro- 
ducer David O. Selznick say that Eng- 
land’s barrier to American pictures was 
but the first step in barring American 
products. He called for a rider on our 
loans to England that will provide for 
free trade. 

The panel discussions and the group 
discussions of the bankers brought out 
that the nation is not necessarily facing 
a long depression. Practically all of them 
declared that their institutions would 
follow a conservative policy in regard 
to loans to merchants, for building and 
most other purposes. Citing the fur and 
jewelry business as examples of how 
individual industries have readjusted 
without appreciably disturbing the whole 
economy, the opinion was expressed that 
as long as the other industries could 
make step by step readjustments in prices 
and merchandising, a depression can be 
avoided. 

Among other points on which there 
was general agreement was that the 
Marshall plan will have an inflationary 
effect, there is a scarcity of capital for 
financing new industries (because of high 
income taxes) and, again, banks are 
going to hold the line against any move 
for a credit spree. 


Worcester Hears Talk 
On Economic Trends 


Worcester: The Worcester County As- 
sociation of Credit Men held its October 
meeting at the Hotel Sheraton on Oc- 
tober 27th. The speaker was Elliott S. 
Boardman, Manager of Research and 
Statistics, Federal Reserve Bank of Bos- 
ton. His subject was “Economic Trends 
Affecting Credit.” 

Mr. Boardman was to have spoken at 
the New England Credit Conference 
when it was held at Worcester last year, 
but was unable to be present. He has 
had a distinguished career in market re- 
search. 


“And in just a moment or so, folks, you'll hear 
from the president of the Eastside Boys’ Club” 


Wisconsin—Upper 
Michigan Credit 
Conference Meets 


Oshkosh: The thirtieth annual Credit 
and Business Conference’ of Wisconsin 
and Upper Michigan was held at Osh- 
kosh on November 6th. 

Frank B. Keefe, Congressman from 
the 6th Congressional District, led a dis- 
cussion of Inflation and its effect on 
our economy. Dean Fayette H. Elwell 
of the School of Commerce, University 
of Wisconsin, who rendered invaluable 
assistance in arranging last summer’s 
Executives’ School of Credit and Finan- 
cial Management, led an informal dis- 
cussion on “Some Credit Department 
Questions.” U. C. Remmel, Director of 
Industrial Relations, Four Wheel Drive 
Auto Co., spoke on “Labor-Management 
Relations under the Taft-Hartley Act.” 

In the afternoon Henry H. Heimann 
and E. B. Moran participated in a dis- 
cussion of how a Credit Association can 
assist its members in handling credit 
problems. Present and past NACM 
Officers also took part. The last subject 
in the afternoon was a “free-for-all” dis- 
cussion on Co-operatives. 

Mr. Heimann spoke at the banquet in 
the evening. 


Lewiston: The Lewiston Whole- 
sale Credit Association has appoint- 
ed Frank Drong to be Secretary- 
Treasurer. He was appointed tem- 
porary Secretary in August and has 
now been confirmed to the perma- 
nent position. 


Louisville Announces 
New Retirement Plan 
For Its Employees 


Louisville: After almost a year of 
study, the Louisville Credit Men’s Asso- 
ciation and the Louisville Credit Men’s 
Services, Inc., have announced a retire- 
ment plan for their employees. A copy 
of the plan has been mailed to Secretary- 
Managers of other Associations; each 
employee has also been given a copy for 
reference and a dinner meeting for all 
employees has been arranged at which 
questions on the plan will be answered. 

Briefly, the plan calls for retirement 
payments to employees who have either 
reached the age of 65 and served for at 
least 10 years, or have reached the age 
of 55 and served for 25 years. All pay- 
ments to the fund will be made by the 
Association; the employee contributes 
nothing. Benefits range from a pay- 
ment of 25% of the employee’s basic 
salary after 10 years of service to 65% 
after 39 years or more. Secretary- 
Manager Sam Schneider will be glad to 
send a copy of the plan to anyone in- 
terested. 
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Committee Heads Are 
Appointed For NACM 


Cleveland Convention 


Cleveland: Chairmen and vice-chair- 
men of 17 important committees for the 
management of featurés of the 52nd an- 
nual Credit Coftgress of Industry, the 
annual convention of the National Asso- 
ciation of Credit Men, coming to Cleve- 
land next May were announced recently 
by Evan H. Davies, President of the 
Cleveland Association of Credit Men, 
and confirmed by the association’s officers 
and Board of Trustees. Their services 
are now active: 

Host City Registration—Cleve Pome- 
roy, National Malleable & Steel Castings 
Co., Chairman; and E. E. Atkinson, 
Cleveland Trust Co., Vice-Chairman. 

Finance and Budget—J. W. Lerner, 
Harshaw Chemical: Co.,'Chairman; A. P. 
Gram, Eaton Mfg. Co., Vice-Chairman. 


Auditorium—R. C. Peters, Lansing 
Mfg. Co., Chairman; Merle Busic, United 
Broadcasting Co., Vice-Chairman. 

Bankers—W. T. McWade, Union Bank 
of Commerce, Chairman. 

Credit Women’s Groups—Miss S. Jane 
White, Bowman-Cleveland Ice Cream 
Co., Chairman; Miss Kathryn M. Sirc, 
Edgar A. Brown, Inc., Vice-Chairman. 

Entertainment—John Detjens, Jr., Na- 
tional Credit Office, Inc., Chairman; 
H. H. Oviatt, Angell Nail & Chaplet 
Co., Vice-Chairman. 

Hostesses—Mrs. E. H. Davies, Chair- 
man; Mrs. E. B. Gausby, Vice-Chairman. 

Housing—Thomas McFadden, Ameri- 
can Credit Indemnity Co., Chairman; 
J. W. Marsteller, Allied Oil Co., Vice- 
Chairman. ; 

Industry Group Meetings—J. F. Fash- 
impaur, Oliver Corp., Chairman; William 
Chamberlain, Cleveland Cliffs Iron Co., 
Vice-Chairman. 

Information—David Hotchkiss, Petre- 
quin Paper Co., Chairman; Miss Vella de 
Arango, Hubbs & Howe Co., and Edward 
C. Spencer, Harris Seybold Co., Vice- 
Chairmen. 

Program and Speakers—H. E. J. 
Smith, Federal Reserve Bank of Cleve- 
land, Chairman; John C. Knox, Swift & 
Co., Vice-Chairman. 

Publicity—A. E. Fletcher, Standard 
Oil Co., Chairman; Mrs. Pearl Dolan, 
Fleetwing Corp., and H. E. J. Smith, 


Federal Reserve Bank of Cleveland, both 


Vice-Chairmen. 

Registrars — Walter Lawson, Medusa 
Portland Cement Co., Chairman; Paul 
Felton, Dun & Bradstreet, Inc., Vice- 
Chairman. 

Registration Reception—H. R. Mac- 
Donald, Dun & Bradstreet, Inc., Chair- 
man; Miss Elsie Daly, Harshaw Chemi- 
cal Co., Vice-Chairman. 

Reception— Willard W. Thomas, 
Campus Sweater Co., Chairman; Miss 
Hazel McDonald, Celotex Corp., Vice- 
Chairman. 

Sergeant at Arms—T. C. Pollack, 
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MEMBERSHIP PROGRESS REPORT 
May 1, 1947 to October 31, 1947 


Comparison 
Net Total 
CLASS A Gain Oct.31 Percent. 
Rochester ....... 29 530 105.78 
a ea eee 30 683 104.59 
Louisville ....... 44 1141 104.01 
CLASS B 
San Diego ...... 30 325 110.16 
Newark 4 .5.<.:7. 21 371 .. 106,00 
Baltemore ... 3: 24 499 105.05 
CLASS C 
Des Moines ..... 32 222 116.84 
Toledo: ..2:. AS ate 28 205 115.81 
Lexington ...... 16 197 107.65 
CLASS D 
Washington ..... 8 118 107.27 
Salt Lake City .. 10 183 105.78 
Binghamton ..... 6 115 105.50 
CLASS E 
Albuquerque ..... 24 84 140.00 
TE ekinSeh wan 12 63 121.15 
Columbus ....... 14 83 120.28 
CLASS F : 
en 6 30 125.00 
WN a oe cs 3 27 112.50 
Waterloo ..:..:.'.. 4 36 112.50 


Telling Belle Vernon Co., Chairman; 
and T. W. Green, Firestone Tire & Rub- 
ber Co., Vice-Chairman. 
Transportation—Frank Griesinger, Lin- 
coln Electric Co., Chairman; and B. H. 


Morse, Citizen Service Oil Co., Vice- - 


Chairman. 

Kenneth S. Thomson, Executive Sec- 
retary of the leveland Association of 
Credit Men, will coordinate the work of 
the committees to serve the 2,500 con- 
vention participants. 

Frederick H. Schrop, Convention Di- 
rector for the National Association of 
Credit Men has already made several ex- 
tended visits to Cleveland and has thor- 
oughly indoctrinated the committee mem- 
bers in the jobs which they will be ex- 
pected to perform next May. 


Chicago: The annual “Financial 
Merry-Go-Round” of the Chicago 
Association of Credit Men will be 
held on November 19th. The mod- 


erator will be William L. Ayers, 
editor of Finance, and the finan- 
cial editors of the Chicago news- 
papers will compose the panel. 





Horwitz Honored by 
Cincinnati Friends 


Cincinnati:. Edward S. Horwitz, 
Charles Meis Shoe Co., Cincinnati, left 
recently for California where he is going 
to take a rest before taking on any new 
business responsibilities. The textile 
group had a special meeting in his honor 
and he was guest of honor at the October 
board meeting of the Cincinnati Associa- 
tion of Credit Men. 


Columbus Is Host 
To Credit Men of 
Ohio Valley Region 


Columbus: Among the many confer- 
ences held during October and the early 
part of this month was that of the Ohio 
Valley Region at the. Deshler-Wallick 
Hotel in Columbus on-October 24th and 
25th. Fourteen Associations from four 
states participated. 

Three. addresses were’ given at the Fri- | 
day afternoon session, each followed by 
a discussion period. The three speakers 
and their subjects were: Honorable Carl 
D. Friebolin, Referee in Bankruptcy, on 
“What’s New in Bankruptcy”; Profes- 
sor Marvin J. Barloon, of Western Re- 
serve University; on “The Makings of 
Inflation” and Major Edward J. Hobbs, 
British Consul in Cleveland, on “Brit- 
ain’s Problems.” 

The big attraction at the banquet on 
Friday evening was Senator. Robert A. 
Taft, who ‘spoke~on Economics, Prices 
and the Best Methods of Deterring and 
Alleviating Depressions. 

Saturday was devoted to a panel on 
credit policy and operation. Henry H. 
Heimann, Executive Manager, NACM, 
was to have been moderator of the dis- 
cussion, but was unable to reach Co- 
lumbus due to bad flying weather over 
Nebraska. 


New Group Arrangement 
Set Up in El Paso 


El Paso: The Tri-State Association of 
Credit Men has reorganized its group 
system by consolidating the existing 
groups into two new ones—Allied Hard- 
ware and Allied Food. 

The hardware group met for the first 
time on October 9th, and was attended by 
48 members. The interchange department 
sent out a list of all past due accounts that 
have been compiled in the last 30 days; 
there are now 94, a considerable increase. 
All firms that are past due are put on 
automatic revision, giving members a 
chance to see who is slowing up. They 
remain on automatic revision until they 
are restored to the “prompt” classification. 

The result of the reorganization has 
been that interchange usage has doubled 
and membership has increased consider- 
ably. 


R. W. Watson Bowls 
Perfect Score; Gets 
Brand New Position 


Los Angeles: October was a big month 
for Past National Vice-President R. W. 
Watson. Having retired as Vice-Presi- 
dent of the Bank of America on December 
31, 1941 and as National Vice-President 
in May 1942, he has returned to the 
banking field as President of the Farmers 
& Merchants Bank of Watts, a suburb 
of Los Angeles, which has resources of 
almost five million dollars. 

Not only that but Mr. Watson, an en- 
thusiastic bowler for many years, scored 
a perfect 300 on October 15th. 

He is expecting to make a hole in one 
any time now. 
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CREDIT CAREER 


Dallas: Frank C. Carter, Jr., Vice- 
President of the First National Bank 
in Dallas, and this month’s entry for 
the hall of fame, has been engaged 
in credit work throughout his business 
career. 

After distinguishing himself as a stu- 
dent at Wichita Falls High School, the 
University of Texas and the Harvard 
Graduate School of Business Adminis- 
tration, Mr. Carter joined the First Na- 
tional Bank as a clerk in the credit 
department. Almost at once a depression 


came, you will remember, and his excel- ° 


lent work in credit analysis during those 
difficult times resulted in his being pro- 
moted in 1934 to the position of Manager 
of the Credit and Account Analysis De- 
partment of the Bank, a department which 
had, in his six years with the Bank, 
grown considerably. In January, 1936, 
he was elevated to Assistant Cashier 
and in 1944 to Vice-President, the posi- 
tion he now holds. 

An active loan officer at the present 
time, Mr. Carter specializes in receivable 
and inventory financing, loans to auto 
finance companies, manufacturers and dis- 
tributors, as well as supervising and con- 
trolling the policy and procedure of the 
Present Credit and Analysis Department. 
Apart from his bank work, he is a mem- 
ber of the Robert Morris Associates, and 
Treasurer and a Director of the Dallas 
Wholesale Credit Managers’ Association. 
He is also active in civic work. 

Mr. Carter is enthusiastic about the 
long-range business possibilities of the 
Southwest, and proudly refers to the 
banks of Dallas, of which the First Na- 
tional in Dallas is the largest, as loan- 
minded institutions which believe their 
first responsibility is to promote South- 
western business. 


Milwaukee: The Milwaukee Credit 
Women’s Group held a card party and 
white elephant sale on October 29th for 
the purpose of raising funds to entertain 
the delegates to the Credit Women’s 
Conference which is planned for Mil- 
waukee in 1948. 
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News of the Credit Womens Groups 


San Francisco: The first Western 
Inter-Group Conference of Credit Wom- 
en’s Groups was held at the Sir Francis 
Drake Hotel, San Francisco, October 
25-26. 

The invocation was delivered by Rev. 
Peter Dunne, S. J., Dean, History De- 
partment of the University of San Fran- 
cisco. An address of welcome was de- 
livered by Henry King, President, San 
Francisco Junior Chamber of Commerce. 

Marjorie Jennings, Chairman NCW 
Executive Committee, spoke on “Activi- 
ties of Credit Women.” 

Ann Jamison, President, Minneapolis 
Wholesale Credit Women, spoke on “Our 
Great Northwest.” 

Florence Banks, of the Los Angeles 
Credit Women’s Group, spoke on “Wom- 
en in Industry.” Mrs. Banks also made 
some very timely remarks about the 
Credit Women’s Groups working more 
closely with the Credit Managers Asso- 
ciation. 

An open forum was held the first 
afternoon with Helen Robinson, of San 
Francisco as Moderator. 

A reception and banquet were held at 
the Fairmount Hotel on Saturday night, 
which were very lavish affairs and thor- 
oughly enjoyed by all. 

A resolution was adopted to make the 
Western Inter-Group Conference an an- 
nual affair, but as none of the delegates 
were prepared to extend an invitation to 
their respective cities, they decided to 
wait until they returned home and discuss 
it with their members. 


Elmira: One of the high lights of the 
Tri-State Conference held at Elmira, 
N. Y., Oct. 16, 17, and 18, was the 
annual Credit Women’s ‘Breakfast. 

The Triple Cities Credit Women’s 
Club—Binghamton, Johnson City and 
Endicott—acted as hostess for the gather- 
ing which was attended by about forty 
representatives from all of the Credit 
Women’s clubs in District No. 2 (New 
York, New Jersey, and eastern Penn- 
sylvania). 

Marian King of the New York Credit 
Men’s Association presented an inspira- 
tional message from Marian McSherry, 
vice-chairman of publicity on the Na- 
tional Credit Women’s Executive Com- 
mittee. Table decorations were in keep- 
ing with the season and souvenir pro- 
gram booklets, together with a special 
door prize and gifts of cosmetic bags, 
were presented by the hostess group. 

The speaker for the breakfast was 
National Director Bess R. Havens, of 
Binghamton, N. Y. Her topic was “Bits 
of This & That,” and covered some of 
the less well known facts about the gen- 
eral operations of the National Associa- 
tion of Credit Men. 


Boston: Twenty-five members and 
guests attended the October meeting of 
the Credit Women’s Club of Boston, on 


Thursday, evening, October 9, at the 
Mary Stuart Dining Room. 

We were very fortunate in having as 
our guest speaker of the evening Miss 
Anna May Dean, member of the National 
Credit Women’s Executive Committee. 
Miss Dean came on from New York to 
address our group. “Credit Women in 
Action” was her subject. She stressed 
the necessity of co-operation and team- 
work among Club members and also the 
importance of furthering our education 
along credit lines. 


Louisville: The Credit Women’s Group 
of Louisville entertained approximately 
300 credit women from twelve states on 
October 18th and 19th when.they were 
hostesses to the credit women’s confer- 
ence. 

Something of a record was established 
for keeping delegates busy. On the first 
day, Saturday, sessions were held from 
nine in the morning to 4:30 in the after- 
noon. Immediately after the women 
joined with the Louisville Credit Men’s 
Association in celebrating their fiftieth 
anniversary. 

Sunday, October 19th, was a busy day, 
too, with a long session continuing from 
breakfast time to lunch. 

One of the features of the conference 
was the joint banquet with the Credit 
Men. The speaker at that time was 
Ethel J. Alpenfels. Miss Alpenfels is an 
anthropologist and besides being on the 
staff of the Bureau of Intercultural Edu- 
sation is Associate Professor of Sociology 
at New York University. Her subject was 
“The Race Against Time.” 


Houston: The Wholesale Credit Wom- 
en’s Club sponsored the Aline E. Hower 
Short Course in Business Letter Writ- 
ing on October 21. 

Our Membership Committee is co- 
operating with the National Credit 
Women’s Executive Committee. We 
have secured seven new members for the 
Association and have several good pros- 
pects. 

At the October dinner meeting of the 
Club, Mr. R. E. Boeger, Secretary- 
Manager, Houston Association of Credit 
Men, Inc., read a letter informing the 
club president that she had been elected 
to serve as a member of the Board of 
Directors of the Association. She is the 
first woman to serve on the Board in 
the thirty-four years that this Associa- 
tion has been in existence. 


St. Paul: The October meeting, held 
Thursday the 16th, was called to order by 
the president, Esther Carlson. The vari- 
ous reports were read; and the rest of the 
meeting was devoted to a social program. 

The November 20th meeting will be 
both unusual and exciting. Three young 
women from the Merle Norman Studio’s 
New York Building, St. Paul, will give 
a delightful and informal demonstration 
on “The Art of Applying Cosmetics.” 
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NEW ORLEANS CHICAGO PHILADELPHIA 


T. J. Adams : R. L. Seaman Clarence E. Wolfinger 


Credit Manager Vice-President Credit Manager 
TIMES-PICAYUNE PUBLISHING CO. STAR MERCHANDISE COMPANY, INC. LIT BROTHERS 


ASSOCIATION 
PRESIDENTS 


The new season is upon 

us, with all its attendant 

problems. These days 

credit executives seem 

to be in for more than their 

fair share of those problems. 

Surveys are conducted here 

and there, in New York, in 

Chicago, at the Executives’ 

School in Madison, and the 

same story comes up— 

things are tightening up, re- 

OAKLAND ceipts are becoming slower. 
T. W. Dunlop It is in times like these 


Assistant Vice-President that the credit executive 
AMERICAN TRUST COMPANY 


JACKSONVILLE 
LeRoy E. Miller 


2 : Vice-President & Manager 
comes into his own and dem- CONSOLIDATED DISTRIBUTORS, INC. 


onstrates his vast responsi- 
bilities to his firm. To help 
him overcome the difficulties 
he faces he can rely on his 
Association of Credit Men. 
And to make sure that his 
Association really gives him | 
the help he needs he has to 
see to it that his Association 
is in the best possible hands 
and is run in the best pos- 
sible manner. 

Here are a few of those 
whom their fellow credit ex- 
ecutives have chosen to run 
the Associations in a manner 
most beneficial to them. It’s 

BIRMINGHAM a lot of job, but come the end DULUTH 


ane Pany of the year they will find it pecbetethe te 


Assistant Treasurer Credit Manager 
UNIVERSAL ATLAS CEMENT COMPANY has been done very well. KELLEY HOW THOMSON COMPANY 
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Cleveland Credit Man 
Honored by Bank Group 


* Cleveland: Harold E. J. Smith, Assist- 
ant Vice-President of the Federal Re- 
serve Bank of Cleveland, has been elect- 
ed to the National Board of Directors of 
the Robert Morris Associates. 

Mr. Smith, who started with the Fed- 
eral Reserve Bank 29 years ago, is an 
active member and past President of the 
Cleveland Robert Morris Chapter. He 
is also a trustee and publicity Chairman 
of the Cleveland Association of Credit 
Men. 


Credit to Cookery 
In One Easy Step 


Chicago: Allen Selby, who until Oc- 
tober 17 was Credit Manager of the 
Chicago Daily News, has resigned to 
go into business for himself. A number 
of Chicagoans recall that Mr. Selby has 
been enjoying the interesting hobby of 
designing backyard barbecues for a num- 
ber of his friends. This hobby has now 
developed into a regular business, which 
will require all of Mr. Selby’s attention. 
The name of his new organization is 
Allen Selby Associates, 1836 Chase Ave- 
nue, Chicago. Mr. Selby describes his 
new company as “Creators, designers and 
builders of better home and commercial 
barbecues.” 


D. A. Weir Addresses 
First Detroit Meeting 


Detroit: David A. Weir, Secretary 
and Assistant Executive Manager of the 
National Association of Credit Men, was 
the speaker at the first Fall meeting of the 
Detroit Association of Credit Men on 
October 14th. The title of his talk was 
“What Are You Afraid Of?” 

Mr. Weir pointed out the difference be- 
tween fear, healthy fear of something that 
has to be faced up to and overcome, and 
cowardice in not facing up to’ that some- 
thing. 


New York: The meeting held October 
2, at the Hotel Russell, had as its theme 
KNOW YOUR ASSOCIATION. L. D. 
Duncan, National Distillers Products 
Corp., and First Vice President of the 
New York Credit Men’s Association, was 
the principal speaker. As Chairman of 
the Membership Committee, Mr. Duncan 
is well qualified to set forth the whys 
and wherefores of the Association, and 
the benefits to be derived from affiliation 
with it. This he did, entertainingly and 
instructively, acquainting us with the man- 
ner in which the Association acts for 
the protection and betterment of business 
in general, with particular emphasis on 
features that will accrue to the benefit 
of its members. 


Memphis: Memphis Wholesale Credit 
Women started the Fall season off with 
a well-attended dinner meeting at the 
Chisca Hotel that was marked by eager- 
ness and enthusiasm for the beginning 
of the Winter educational program and 
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Terre Haute: The speaker at 
the October meeting of the Terre 
Haute Association of Credit Men 
was H. E. Kroll, regional director 
of specialized reporting for Dun 
& Bradstreet, Inc. Mr. Kroll 


spoke on the subject, “Are In- 
ventories Too Heavy?” 


the drive for securing new members. 
Several prospective members were pres- 
ent as guests. 

The educational program was intro- 
duced and explained by Miss Rita 
Robinson, of Mid-South Oil Company. 
Volunteers were called for from the 
membership to assist with the next six 
programs, which call for some down-to- 
earth study and discussion of credit prin- 
ciples and practices. 


Southwest Credit 
Conference Judged 
Very Successful 


Fort Worth: Delegates from all of the 
Texas Associations to the number of 
more than 300 took part in the annual 
Southwest Credit Conference at Fort 
Worth and voted it one of the most suc- 
cessful gatherings of credit men in the 
Southwest area. Among the speakers on 
the two day program were Henry H. 
Heimann, Executive Manager NACM, 
Dr. Arthur A. Smith, Professor of Eco- 
nomics, Southern Methodist University, 
Dallas, Charles B. Rairdon, President 
NACM, Edward N. Ronnau of Kansas 
City, National Director, and Victor C. 
Eggerding of St. Louis, also a National 
Director from the Sixth District. 

Friday afternoon was devoted to In- 
dustry Group meetings. Mr. Heimann 
addressed the delegates at a luncheon 
meeting on Friday at noon. He was 
also the speaker at an open meeting on 
Thursday evening when business men, and 
especially bankers, were the guests of 
the seminar committee of the Fort Worth 
Chapter, American Institute of Banking. 

The program was under the supervision 
of J. D. Blackwell, Carpenter Paper Co., 
as general chairman of the. Conference. 


Economics and Credit 
Discussed at Newark 


Newark: The New Jersey Association 
of Credit Executives held a forum on 
October 28th to discuss the topic, “Re- 
lation of Economic Conditions to Credit 
Risks.” The speaker was Dr. M. R. 
Neifeld, economist and Vice-President 
of the Beneficial Management Corpora- 
tion of Newark. Dr. Neifeld is a lec- 
turer in Management at the University 
of Newark and a national authority on 
consumer credit. 


Seattle: Of interest to credit women of 
the Seattle group is the program outlined 
by the Executive and Program committees 
for the coming year, which includes some 


phase of credit work to be discussed at 


each meeting of the group. At the Octo- 
ber meeting, an authority on financial 
statements gave-an informal discussion on 
that subject, and broke it down from a 
credit viewpoint. Forthcoming subjects 
include bankruptcy law, liens, assignment 
of accounts, credit and collections etc., 
which will be discussed round-table fash- 
ion. Monthly meetings will be primarily 
constructive with the idea in mind that by 
these means, education will be encouraged 
and problems affecting credit work can be 
discussed among the membership. 


Big Membership Drive 
Now Starting in lowa 


Des Moines: Credit Associations in 
Des Moines and Davenport, Iowa, are 
combining in an intensive drive for in- 
creased membership. 

Concentrating their fire in the tri-cities 
region, Davenport, Rock Island and Mo- 
line, they consider there are as many 
prospects in the district as there are mem- 
bers in Des Moines. The drive has 
aroused the enthusiasm of members who 
feel that in making the effort they also get 
to know their competitors personally. 


Evansville Addressed 
By World Traveler 


Evansville: The October meeting of 
the Evansville Association of Credit Men 
was highlighted by a talk by James R. 
Duncan who spoke on “My Economic 
Observations Abroad.” Mr. Duncan has 
recently returned from England and pre- 
pared a most informative discourse. 

At the same meeting the new officers 
were announced. They are: Cletus H. 
Kaiser, Citizens National Bank, Presi- 
dent; Cecil H. Dassel, R. H. Oswald Co., 
Ist Vice-Prevsdent; Mary C. Hunt, Red 
Spot Paint and Varnish Co., 2nd Vice- 
President; Harold K. Jones, Ideal Pure 
Milk Co., Treasurer. Victor Ahrens 
continues as Secretary. 


Chicagoan Is Elected 
President by Referees 


Sandusky, Ohio: At the meeting of 
the National Association of Referees in 
Bankruptcy held recently, Wallace Street- 
er, of Chicago, was elected President for 
the ensuing year. William B. Wood, of 
Cleveland, was named first vice-president, 
L. Leroy Deininger, Philadelphia, second 
vice-president, and Herbert M. Bierce, 
Winona, Wisconsin, was re-elected to the 
post of secretary, a position he has held 
since the Association was organized. 


New Program Policy to 
Be Adopted This Year 
By South Bend Group 


South Bend: The first regular meeting 
of the season was held on September 18th. 
The only business scheduled for the meet- 
ing was the election of a Board of Di- 
rectors. Otherwise it was a “get-together” 
affair. 

The South Bend Association is depart- 
ing from custom this year, by having half 
of its meetings in the form of forums. 
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Americas Duty 


(Continued from Page 8) 


weather. Plus this she needs a willingness to produce 
to a maximum degree. . 

No one country can feed the world. Each country 
must become as self-sufficient as possible. I wish we 
could mobilize the world’s forces for the war on hunger 
in the same way in which we mobilized the Allied 
armies for a war on Fascism. Why not a world 
balance sheet so that we can know the real need and 
meet it wherever possible? Why not a more or less 
continual conference of the best minds working with the 
best information in an organized attack on the problem? 
Why not a sort of SHAEF, which was ‘the nickname 
we gave to the supreme headquarters of the Allied 
Expeditionary Forces. If a SHAEF was needed to 
direct the waging of a war perhaps we need one to 
wage the peace. 

And again can’t we mobilize agricultural “know-how” 
as well as industrial “know-how” and make both avail- 
able to those we are trying to help help themselves? 
Above all, can’t we find some way of communicating 
“the American idea” of greater production for better 
living standards? For there lies the true path to final 
prosperity and peace. 


We Must Start With Ourselves 


This much we know. The job begins at home. It 
begins in our own hearts, in our own attitudes, in our 
own understanding of the value of that which we have. 
It continues with a new awakening of our own faith in 
the future and a new determination to continue the con- 
quest of poverty and fear. 

We had prophets of gloom 50 years ago and we have 
them today. There are predictions now of depression. 
We can’t sit idly by and let a depression come. We must 
not. Over the long run we have always prospered. 
Our system doesn’t guarantee success to any one 
business or individual but it certainly made possible a 
lot of progress for a lot of people. We have licked 
depressions before. Maybe this time we can get at their 
causes and lick them from the start. If we understand 
the value of our system and if we maintain courage and 
faith, we will vindicate “the American idea” to the 
world and thus win this political war. 


The Credit Man’s Role 


In all these tasks each American must do his part. 
Credit men, and women, in their important branch of 
business, will have a vital role to play. They will be 
called upon to exercise their best judgment in deter- 
mining the fitness of individual businesses and individual 
men to take part in our continued economic develop- 
ment. That is a great responsibility. It calls for objec- 
tive study and much new knowledge and much human 
understanding. Many old landmarks have been ob- 
scured. Many new standards will have to be developed 
in new circumstances. The credit work is no job for 
an amateur. It requires a fundamental understanding 
of our system and of the function of risk capital. It is 
a big job with a creative, vital part to play in the 
U. S. economy. 
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I am not advocating Pollyanna optimism. 1 am 
urging a realistic renewal of our own faith in America’s 
economic possibilities. From the standpoint of pur- 
chasing power, productive capacity, markets, and tech- 
nology, we have a better economic outlook than we did 
50 years ago. If we do our jobs well today we can 
raise living standards much more in the next 50 years 
than we did in the last 50. There is one bet that we 
have always been able to make. There is one slogan 
that has been repeated to the point of triteness. Yet it 
can't be said often enough and it ought to be as much 
a part of our essential thinking as the Declaration of 
Independence or the Bill of Rights. And that is a slogan 
in which I happen to believe with all my heart—‘Don’t 
Sell America Short.” 

That’s all. Come on! Let’s get back to work. 


Broader Phases of 
Credit Management 


(Continued from Page 14) 


1. Know yourself 

2. Know your organization 
3. Know your customers 
4. Know your business 

Know yourself. . . . Only by candid self-appraisal 
(and that not too infrequently) can you measure your 
capacities and weigh your limitations, recognize your 
weaknesses and seek to correct them. 

Know your organization. .. . First, the people in your 
department, those who work under you. Know some- 
thing of their hopes and ambitions, how they feel about 
their work, whether they understand the significance of 
what they are doing and the importance of doing it well. 
Make them feel that they are a part and an important 
part of an important job. Know your co-workers in 
other departments, particularly your salesmen who can 
do so much to help-or hinder your own progress. Learn 
something about selling—how a salesman looks at his 
job, which may be quite different from the way in 
which you look at it. Make him see, by understanding 
his problems and trying to help him solve them, that you 
and he are working, not at cross-purposes, but together, 
toward a common objective. 





‘.=-pot roast, eggs, butter-- I'd say a 
hundred bucks will be about right’ 
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Know your customers. . . . You can’t know all of 
them, of course, but you can at least know enough of 
them to give yourself a better understanding of how their 
minds work, what they are trying to do and how they go 
about doing it. Make yourself at least as welcome in 
their place of business as your salesman is. Get under 
their skins so that they will not only welcome, but will 
seek your advice and help when they can use it. 

Know your business. ... By that I mean know petro- 
leum marketing from the group up. Know your com- 
pany’s sales objectives and programs. Know how a 
jobber and distributor runs his business or should run 
it. Know the service station business. Know all you 
can find out about costs and merchandising and sales 
promotion. Only by knowing every nut and bolt of the 
machinery that makes your marketing organization tick 
can you fit your credit policy and procedure into perfect 
alignment with your general aim, your common purpose 
of more, and more profitable business. And don’t wait 
to be asked. Marketing executives are busy people and 
you may never hear from them unless they find policies 
obstructive. You are the Credit Manager and, better 
than anyone else, you should know how the machinery 
of your department can be used to promote your com- 
pany’s growth and prosperity. Use it, and those who are 
primarily responsible for sales development will not be 
slow to recognize the help you are giving them. 

I think these things are important today. I think 
the coming decade is going to be a critical one in many 
ways. It may well set the pattern of business life for 
generations to come. Our industry faces heavy respon- 
sibilities, and we can be sure that with the progressive- 
ness, the resourcefulness it has shown in the past, it will 
meet those responsibilities. Not the least part of its job 
is the development of a marketing system which will 
continue to provide, as it has in the past, opportunities 
for hundreds of thousands of individuals to carry on 
their own successful businesses within its framework. 
Many, many times those individuals are going to need 
our help and our counsel. Only by doing our part to 
make it available, timely and effective, can we do our 
whole job. 

In the development of marketing the use of credit 
has played an important part. In the days to come it is 


going to play an even bigger part. It must be used wisely | 


and constructively by men who think constructively and 
who know their jobs. Living up to that principle, work- 
ing in close cooperation with our associates, dealing with 
our customers with patience and understanding we can 
build for ourselves and our department a new usefulness, 
a new value. That, as I see it, is our job. 


Checking Up On Checks 


(Continued from Page 16) 

when a drawer procures the certification. However, 
there is a qualification here. If a payee has, for ex- 
ample, obtained a check by fraud he has the right to 
stop payment and the bank has a right to assert the 
same defense which is open to the drawer. On the 
other hand, if the check has passed into the hands of 
a bona fide holder, it is too late to stop payment and the 
bank must honor its certification even in this case. 
Sutter v. Security Trust Co.; 96 N. J. E. 644. 
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“Do you have to be so darned easy to land? 
I've only begun to show you the town!” 


Writing Good Letters Better 


(Continued from Page 22) 
is okay? Well, read that part about the new dis- 
tributor again. Suppose we had said “You have chosen 
an excellent product” and so on. He must have thought» 
it was good; that’s why he took it on. Don’t you think 
that would have pleased him? 

But be careful here. Watch for, but don’t make, 
openings to say a good word for what your company 
sells. If not tied in with what the letter is about, skip 
it. Stay on the highway. 

One thing we noticed about Owen’s letters is that 
when he is through talking he stops. He does not use 
the “participle closing ;” words like “hoping”, “thrust- 
ing”, “anticipating” and so on. We suspect some people 
would be hard put to know how to stop a letter if they 
couldn’t: use words like those. And then tack on 
“beg”, like this: “We beg to remain—” Endings like 


‘that spoil letters. They are about as meaningless as 


that classic of closing remarks. “Thanking you in 
advance for past favors”. 

Few, if any of us, are in the anticipating, hoping, 
or begging business. You don’t need anything like that 
in order to wind up a letter in style. The best and 
simplest way is to just stop when you are through and 
use a period. Like this. 


September Sales Much 
Greater Than Last Year 


Reversing a declining sales increase, September 
= sales of merchant wholesalers were up 20 per 
ww cent over September, 1946, whereas correspond- 
ing August sales were up only nine per cent 
over last year and July sales were up 19 per cent, — 
according to the Bureau of the Census. September 
sales were up seven per cent over August of this 
year, the second largest month-to-month increase of | 
the year—March sales were up nine per cent over 
February. Dollar sales, all trades combined, for the | 
first nine months of this year were up 21 per cent over 
the corresponding period of last year. 
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